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Special  Inspector  General  for  IRAQ  Reconstruction 


April  26,  2009 

Asset-transfer  Process  for  Iraq  Reconstruction  Projects 
Lacks  Unity  and  Accountability 


Summary  of  Report:  SIGIR-09-016 
Why  SIGIR  Did  This  Study 

After  more  than  four  years  of  reconstruction 
activity,  U.S.  reconstruction  agencies  continue 
to  experience  difficulties  transferring 
completed  projects  to  the  Government  of  Iraq 
(GOI).  GOI  recognition  of  projects  is 
important  to  ensure  ongoing  support  for  the 
projects,  to  inform  its  own  reconstruction 
planning,  and  to  leverage  completed  projects 
to  obtain  financing  for  future  initiatives  from 
world  markets.  This  review  follows  up  on 
SIGIR’ s  earlier  work  to  determine  (1)  the 
extent  to  which  U.S.  reconstruction  agencies 
working  in  Iraq  have  made  progress  in 
establishing  a  uniform  policy  and  procedure 
for  transferring  projects  to  the  GOI,  and  (2) 
whether  the  Embassy  has  made  progress  in 
obtaining  GOI  support  for  a  formal  asset- 
transfer  agreement. 

What  SIGIR  Recommends 

SIGIR  previously  recommended  that  the 
Ambassador  and  the  Commanding  General, 
Multi-National  Force-Iraq  (MNF-I)  take  these 
actions; 

•  Direct  that  a  single  set  of  policies, 
processes,  and  procedures  for  transferring 
assets  be  developed  for  use  by  all 
involved  agencies  and  for  all  U.S. 
projects,  regardless  of  funding  source. 
This  recommendation  remains  open. 

•  Enter  into  high-level  discussion  with  the 
GOI  on  developing  a  memorandum  of 
understanding  (MOU)  for  the  transfer  of 
assets.  SIGIR  is  modifying  this 
recommendation  to  clarify  our  intent  that 
the  discussions  result  in  an  MOU  and  we 
are  reopening  the  recommendation. 

Management  Comments 

The  U.S.  Embassy- Iraq,  and  the  U.S.  Army 
Corps  of  Engineers  Gulf  Region  Division 
provided  written  comments  on  this  report. 

The  Embassy  did  not  concur  with  our 
recommendations.  GRD  generally  agreed 
with  the  facts  as  presented  in  the  draft  report. 
SIGIR  continues  to  believe  its 
recommendations  have  merit  and  the  report 
details  the  basis  for  SIGIR’ s  position. 


What  SIGIR  Found 

U.S.  Iraq  reconstruction  agencies  have  yet  to  develop  a  uniform  process  and 
procedure  for  transferring  completed  projects  to  the  GOI.  Each  U.S.  agency 
has  its  own  internal  process  for  transferring  assets  to  the  Iraqis.  Management 
oversight  of  the  process  lacks  clear  authority  and  accountability,  a  core 
problem  that  SIGIR  has  identified  in  previous  asset-transfer  reports. 

Most  asset-transfers  occur  at  the  local  level.  Thus,  the  GOI  and  its  ministries 
that  are  responsible  for  planning  the  sustainment  and  integration  of  assets 
generally  have  incomplete  information  on  what  the  United  States  has 
provided.  Iraq  Transition  Assistance  Office  (ITAO)  data  shows  that  only  13 
percent  of  projects  have  been  transferred  nationally,  while  72  percent  have 
been  transferred  locally. 

The  failure  of  the  Embassy  and  the  GOI  to  finalize  a  memorandum  of 
understanding  on  their  respective  asset-transfer  roles  and  responsibilities  has 
contributed  to  the  problem.  A  draft  memorandum  was  prepared  in  November 
2007  but,  as  yet,  the  memorandum  has  not  yet  been  finalized.  ITAO  officials 
told  SIGIR  that  the  GOI  Council  of  Ministers  (Council)  met  on  December  16, 
2008,  and  issued  a  decision  that  established  rules  and  procedures  on  how  the 
GOI  would  accept  completed  projects.  Essentially  the  decision  states  that  U.S. 
projects  will  be  accepted  as  a  gift,  with  no  financial  obligation  between  the 
two  countries.  The  Council  decision  also  reiterated  the  recommendation  that 
a  memorandum  of  understanding  be  negotiated  between  the  two  governments 
on  asset  transfer.  A  final  agreed-to  version  of  the  memorandum  has  not  been 
completed  or  signed. 

Unreliable  data  in  the  Iraq  Reconstruction  Management  System  (IRMS) 
continues  to  make  it  difficult  for  managers  to  track  the  status  of  reconstruction 
projects.  IRMS  was  intended  to  be  the  central  repository  for  Iraq 
reconstruction  project  information,  however,  as  SIGIR  has  reported,  IRMS 
does  not  contain  complete  or  accurate  data.  Eor  example,  a  SIGIR  report 
issued  in  July  2008  pointed  out  that  information  on  billions  of  dollars  in 
projects  is  missing  from  the  system  and  information  on  project  completions  is 
inaccurate  and  incomplete. 

In  addition  to  erroneous  reporting  to  the  GOI,  the  IRMS  problems  also  prevent 
the  Embassy  from  providing  the  Congress  and  the  public  a  complete 
accounting  of  what  has  been  accomplished  and  the  status  and  current  condition 
of  the  facilities  that  were  constructed.  The  lack  of  reliable  data  also  impedes 
U.S.  efforts  to  monitor  projects  and  make  assessments  about  the  type  and 
extent  of  further  assistance  the  United  States  may  consider  providing. 

As  a  result  of  these  conditions,  a  substantial  portion  of  the  billions  of  dollars 
invested  in  reconstruction  is  at  risk  of  being  wasted.  These  conditions  also 
provide  key  lessons  learned  for  other  contingency  reconstruction  operations, 
such  as  Afghanistan. 


For  more  information,  contact  SIGIR  Public  Affairs 
at  (703)  428-1 100  or  PubIicAffairs@sisir.mil 


Special  Inspector  General  for  Iraq  Reconstruction 


SPECIAL  INSPECTOR  GENERAL  EOR  IRAQ  RECONSTRUCTION 


April  26,  2009 


MEMORANDUM  EOR  U.S.  SECRETARY  OE  STATE 


U.S.  AMBASSADOR  TO  IRAQ 

MINISTER  EOR  ECONOMIC  AEEAIRS/COORDINATOR  EOR 
ECONOMIC  TRANSITION  IN  IRAQ 
DIRECTOR,  IRAQ  TRANSITION  ASSISTANCE  OEEICE 
MISSION  DIRECTOR-IRAQ,  U.S.  AGENCY  EOR 
INTERNATIONAL  DEVELOPMENT 
COMMANDING  GENERAL,  MULTI-NATIONAL  EORCE-IRAQ 
COMMANDING  GENERAL,  MULTI-NATIONAL  SECURITY 
TRANSITION  COMMAND-IRAQ 
COMMANDING  GENERAL,  GULL  REGION  DIVISION, 

U.S.  ARMY  CORPS  OP  ENGINEERS 


SUBJECT:  Asset-transfer  Process  for  Iraq  Reconstruction  Projects  Lacks  Unity  and 

Accountability  (SIGIR-09-016) 

We  are  providing  this  audit  report  for  your  information  and  use.  It  pertains  to  efforts  by  the  U.S. 
government  reconstruction  agencies  to  transfer  completed  projects  to  the  Government  of  Iraq. 
The  audit  was  conducted  by  the  Special  Inspector  General  for  Iraq  Reconstruction  (SIGIR)  as 
project  8022,  under  the  authority  of  Public  Law  108-106,  as  amended,  which  also  incorporates 
the  duties  and  responsibilities  of  inspectors  general  under  the  Inspector  General  Act  of  1978. 

We  considered  comments  from  the  U.S.  Embassy  Iraq,  and  the  U.S.  Army  Corps  of  Engineers, 
Gulf  Region  Division  when  preparing  the  final  report.  The  comments  are  addressed  in  the  report, 
where  applicable,  and  copies  are  included  in  the  Management  Comments  section  of  this  report. 

We  appreciate  the  courtesies  extended  to  the  staff.  Eor  additional  information  on  this  report, 
please  contact  Mr.  Glenn  Eurbish  (glenn.furbish@sigir.mil  /  703-428-1058);  or  Ms.  Nancee 
Needham  at  ( nancee . needham @ Iraq . centcom. mil  /  240-553-0581,  ext.  3793). 


Stuart  W.  Bowen,  Jr. 
Inspector  General 
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Executive  Summary 


Introduction 

Since  reconstruction  began,  tens  of  thousands  of  reconstruction  projects  have  been  completed  in 
all  sectors  of  Iraqi  governance,  including  electricity,  water,  health  care,  and  transportation. 
Nevertheless,  the  U.S.  Embassy,  and  the  primary  reconstruction  agencies— including  the  Multi- 
National  Security  Command-Iraq  (MNSTC-I),  the  U.S.  Agency  for  International  Development 
(USAID),  and  the  Gulf  Region  Division  of  the  U.S.  Army  Corps  of  Engineers  (GRD)— have  yet 
to  finalize  an  agreement  on  a  process  for  transferring  responsibility  for  the  projects  to  the 
Government  of  Iraq  (GOI).  U.S.  agencies  have  used  their  own  procedures  to  deliver  completed 
projects  to  the  Iraqi  citizens  they  were  meant  to  benefit.  Projects  have  been  turned  over  at 
various  governmental  levels,  from  local  governments  to  Iraqi  ministries,  using  a  variety  of 
procedures,  including  unilateral  transfers.  Projects  have  been  transferred  even  though  there  is  no 
complete  or  accurate  database  or  list  of  what  has  been  turned  over,  and  no  assurance  that  the 
Iraqis  have  received  all  necessary  documentation  and  training,  or  that  the  GOI  accepts 
responsibility  for  project  operation,  maintenance,  and  capital  replacement. 

Because  of  the  importance  of  this  issue  to  the  success  of  the  overall  U.S.  reconstruction  program, 
the  Special  Inspector  General  for  Iraq  Reconstruction  (SIGIR)  has  issued  six  reports  on  the 
transfer  of  completed  U.S. -funded  projects  to  the  GOI  since  January  2006.  In  each  report,  SIGIR 
recommended  that  U.S.  reconstruction  agencies  work  together  to  develop  a  common  policy  and 
process  to  transfer  completed  projects  to  the  GOI.  The  most  recent  report,  issued  in  April  2008, 
noted  that  although  U.S.  agencies  had  made  efforts  to  improve  plans,  policies,  and  procedures  for 
the  transfer  of  assets,  they  had  been  unable  to  agree  on  a  uniform  set  of  procedures. 

The  Congress  has  also  called  for  transfer  agreements  and  assurance  that  the  GOI  will  maintain 
projects.  In  the  Eiscal  Year  2008  Supplemental  Appropriations  Act^  the  Congress  made  the 
availability  of  certain  funds  conditional  on  action  by  the  Department  of  State  (DoS)  to  secure  and 
implement  an  agreement  with  GOI  on  the  transfer  of  completed  projects  to  the  GOI.  However, 
when  SIGIR  issued  the  report  in  April  2008,  DoS  had  been  unable  to  finalize  an  agreement. 


'  Public  Law  110-252,  Section  1402  (a)  (1) 
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Also,  the  Omnibus  Appropriations  Act,  2009  ,  requires  DoS  to  report  on  its  plans  to  transition 
certain  programs  and  activities  to  the  GOI. 

The  objectives  of  this  review  are: 

1.  Determine  the  extent  to  which  U.S.  reconstruction  agencies  working  in  Iraq  have  made 
progress  since  April  2008  in  establishing  a  uniform  policy  and  procedure  for  transferring 
projects  to  the  GOI. 

2.  Determine  whether  the  Embassy  has  made  progress  in  obtaining  GOI  support  for  a 
formal  asset-transfer  agreement. 

Results 

SIGIR’s  review  found  little  progress  on  creating  uniform  policies  and  procedures  or  reaching 
agreement  with  the  GOI  on  an  asset  transfer  process.  Since  SIGIR’s  previous  report  in  April 
2008,  the  U.S.  agencies  involved  in  Iraq  reconstruction  still  have  not  developed  a  uniform 
process  and  procedure  for  transferring  completed  projects  to  the  GOI.  Each  U.S.  agency 
continues  to  follow  its  own  internal  process  for  transferring  projects  to  the  GOI.  The 
management  of  the  process  continues  to  lack  clear  authority  and  accountability,  a  core  problem 
SIGIR  has  identified  in  previous  reports.  And  because  most  transfers  occur  at  the  local  level,  the 
GOI  and  the  ministries  responsible  for  planning  the  sustainment  and  integration  of  assets 
generally  have  incomplete  information  on  what  the  United  States  has  provided. 

The  inability  of  the  Embassy  and  the  GOI  to  finalize  a  memorandum  of  understanding  with  the 
GOI  on  their  respective  asset  transfer  roles  and  responsibilities  continues  to  contribute  to  the 
problem.  Such  an  agreement  could  help  U.S.  reconstruction  agencies  in  standardizing  their  asset 
transfer  processes.  A  draft  memorandum  was  prepared  in  November  2007,  but  the  memorandum 
has  not  yet  been  finalized.  Iraq  Transition  Assistance  Office  (IT AO)  officials  told  SIGIR  that  the 
GOI  Council  of  Ministers  (Council)  met  on  December  16,  2008,  and  issued  a  decision 
establishing  rules  and  procedures  on  how  the  GOI  would  accept  completed  projects.  Essentially 
the  decision  states  that  U.S.  projects  will  be  accepted  as  a  gift,  with  no  financial  obligation 
between  the  two  countries.  The  Council  decision  reiterated  the  recommendation  that  a 
memorandum  of  understanding  be  negotiated  between  the  two  governments  on  asset-transfer.  A 
final  agreed-to  version  of  the  memorandum  has  not  been  completed  or  signed. 

Unreliable  data  in  the  Iraq  Reconstruction  Management  System  (IRMS)  continues  to  make  it 
difficult  for  planners  to  track  the  status  of  reconstruction  projects.  IRMS  was  intended  to  be  the 
central  repository  for  Iraq  reconstruction  project  information,  however,  as  SIGIR  has  reported, 
IRMS  does  not  contain  complete  or  accurate  data.  Eor  example,  a  SIGIR  report  issued  in  July 
2008  pointed  out  that  information  on  billions  of  dollars  in  projects  is  missing  from  the  system. 

As  a  result,  IT  AO  cannot  provide  a  complete  or  consistent  picture  of  reconstruction  activities 


^  Omnibus  Appropriations  Act,  2009,  Public  Law  111-8,  Section  7042,  subsection  c. 

^  ‘"Comprehensive  Plan  Needed  to  Guide  the  Future  of  the  Iraq  Reconstruction  Management  System,”  SlGlR-08-021 
dated  July  25,  2008,  and  “Interim  Report  on  Iraq  Reconstruction  Contract  Terminations,”  SlGlR-08-013  dated  April 
28,  2008. 
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because  the  executing  agencies  did  not  regularly  enter  their  data  into  IRMS.  Nevertheless,  IT  AO 
uses  this  data  to  prepare  a  monthly  report  to  the  GOI  on  transferable  assets.  According  to  the 
October  2008  report,  of  $13.5  billion  in  completed  projects,  72%  has  been  transferred  locally, 
and  13%  has  been  transferred  nationally.  However,  because  the  IRMS  asset-transfer  data  is 
unreliable,  the  data  provided  to  the  GOI  is  also  undependable.  In  addition  to  erroneous  reporting 
to  the  GOI,  the  lack  of  reliable  data  also  prevents  DoS  from  providing  the  Congress  and  the 
public  with  a  complete  accounting  of  the  current  status  and  condition  of  the  facilities  that  were 
constructed.  The  IRMS  asset-transfer  data  problem  also  impedes  U.S.  efforts  to  monitor  projects 
to  ensure  they  are  being  maintained  and  used  effectively. 


Recommendation 

SIGIR  has  previously  recommended  that  the  Ambassador  and  the  Commanding  General,  Multi- 
National  Force-Iraq  (MNF-I)  direct  that  a  single  set  of  policies,  processes,  and  procedures  for 
transferring  assets  to  the  GOI  be  developed  for  use  by  all  involved  agencies  and  for  all  U.S. 
projects  regardless  of  funding  source.  This  recommendation  has  not  been  implemented  and  will 
remain  open. 

1.  SIGIR  also  recommended  that  the  Ambassador  and  the  Commanding  General,  MNF-I 
enter  into  high-level  discussions  with  the  GOI  on  developing  a  memorandum  of 
understanding  with  the  GOI  for  the  transfer  of  assets.  In  December  2008,  SIGIR  closed 
this  recommendation  based  on  talks  that  were  ongoing  at  that  time  between  the  Embassy 
and  the  GOI.  However,  the  talks  were  not  successful.  Even  though  the  GOI  has 
established  rules  and  procedures  for  accepting  assets,  SIGIR  continues  to  believe  that  a 
formal  agreement  is  needed.  The  Embassy  questioned  SIGIR’ s  reopening  the 
recommendation  because  it  has  conducted  discussions  on  asset  transfer  with  the  GOI. 
However,  SIGIR’ s  intent  was  that  the  discussions  should  result  in  a  memorandum  of 
understanding.  Consequently,  SIGIR  is  modifying  the  recommendation  to  clarify  our 
intent  that  the  discussion  result  in  a  memorandum  of  understanding  and  is  reopening  this 
recommendation.  SIGIR’ s  recommendation  is  that  the  Ambassador  and  the 
Commanding  General,  MNE-I  develop  a  memorandum  of  understanding  with  the  GOI 
for  the  transfer  of  assets 


Management  Comments  and  Audit  Response 

U.S.  Embassy-Iraq,  and  GRD  provided  written  comments  on  a  draft  of  this  report.  We  did  not 
receive  comments  from  USAID.  The  Embassy  did  not  concur  with  either  our  earlier 
recommendation,  or  reopening  our  previously  closed  recommendation.  SIGIR  notes,  however, 
that  the  Embassy  had  previously  agreed  with  both  recommendations.  GRD  generally  agreed 
with  the  facts  as  presented  in  the  report. 


Transition  of  Iraq  Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  (SIGIR  06-017,  July  28, 
2006). 

Transferring  Iraq  Relief  and  Reconstruction  Fund  Capital  Hojects  to  the  Government  of  Iraq,  (SIGIR  07-004,  July 
25,  2007) 

iii 


The  U.S.  Embassy  did  not  agree  that  the  U.S.  reconstruction  agencies  should  develop  a  single  set 
of  policies,  processes,  and  procedures  for  transferring  assets  to  the  GOT  According  to  the 
Embassy,  the  agencies  have  their  own  documents,  requirements,  and  regulations,  and  it  sees  no 
compelling  reason  that  these  should  be  abandoned  for  a  common  set  of  procedures.  However,  in 
SIGIR’s  view  the  Embassy’s  response  focuses  too  much  on  the  process  and  too  little  on  what  the 
process  was  intended  to  accomplish.  As  SIGIR  discusses  in  the  report,  in  the  absence  of  a 
standardized  process  or  procedures  for  transitioning  assets  to  the  GOI  each  agency  uses  its  own 
procedures.  The  result  is  that  assets  are  turned  over  at  various  governmental  levels  and  the  GOI 
and  the  ministries  responsible  for  planning  the  sustainment  and  integration  of  assets  generally 
have  incomplete  information  on  what  the  U.S.  has  provided.  This  situation  illustrates  the  need 
for  an  integrated  approach  among  agencies  for  managing  contingency  reconstruction  programs. 
Therefore,  SIGIR  continues  to  believe  the  recommendation  is  appropriate.  SIGIR  also  notes  that 
the  Embassy  agreed  with  this  recommendation  when  it  was  made  in  an  earlier  report.^ 

The  U.S.  Embassy  also  did  not  concur  with  our  recommendation  that  the  Ambassador  and 
Commanding  General  MNE-I  immediately  enter  into  high  level  discussions  with  the  GOI  on 
developing  a  memorandum  of  understanding  for  the  transfer  of  assets.  SIGIR  understands  that 
there  have  been  high-level  discussions  between  the  U.S.  Embassy  and  the  GOI  regarding  asset- 
transfer.  The  Council  of  Ministers  Decision  Number  444,  stated  that  immediately  after  the 
takeover  of  the  projects,  the  Ministries  concerned  should  be  responsible  for  their  operation  and 
maintenance  of  the  projects.  Additionally,  the  Decision  states  that  the  Ministry  of  Planning  and 
Development  Cooperation  shall  undertake  the  task  of  drafting  a  memorandum  of  understanding 
that  establishes  suitable  mechanisms  for  taking  over  the  projects.  However,  the  intent  of 
SIGIR’s  recommendation  was  that  the  discussions  with  the  GOI  result  in  a  formal  memorandum 
of  understanding  on  asset  transfers.  SIGIR  has  modified  the  recommendation  to  clarify  this 
point.  Again,  SIGIR  notes  that  the  Embassy  agreed  with  this  recommendation  when  it  was  made 
in  an  earlier  report.^ 


GRD  provided  written  comments  that  were  reviewed  and  approved  by  MNE-I.  GRD  stated  that 
it  generally  agreed  with  the  facts  as  presented  in  the  draft  report.  GRD  also  provided  technical 
comments  that  we  have  addressed  in  the  report  as  appropriate. 


Matter  for  Consideration  of  the  Congress 

To  enhance  the  accounting  for  the  status  of  U.S. -funded  reconstruction  projects,  the  Congress 
may  wish  to  consider  directing  implementing  agencies  to  gather  and  provide  a  uniform  set  of 
data  that  clearly  identifies  all  projects  initiated  and  completed,  their  cost,  and  whether  they  have 
been  transferred  and  are  being  sustained. 


^  Transition  of  Iraq  Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  (SIGIR  06-017,  July  28, 
2006). 

®  Transferring  Iraq  Relief  and  Reconstruction  Fund  Capital  Hojects  to  the  Government  of  Iraq,  (SIGIR  07-004,  July 
25,  2007). 


IV 


Lessons  Learned 


The  Iraq  asset-transfer  program  yields  several  key  lessons  learned  for  other  contingency 
reconstruction  operations,  such  as  Afghanistan,  that  should  be  applied  as  early  in  the  operation  as 
possible.  They  are  the  following: 


•  A  management  structure  must  be  established  that  provides  unity  of  command  among  the 
involved  agencies  to  achieve  uniform  asset  transfer  processes  and  procedures. 

•  An  accurate  and  comprehensive  project  management  information  system  must  be 
established  and  maintained  throughout  the  reconstruction  program. 

•  U.S.  officials  must  engage  host  country  officials  to  establish  formal  agreements  on  asset 
transfer  and  project  sustainment. 


V 


Introduction 


Because  of  the  importance  of  this  issue  to  the  success  of  the  overall  U.S.  reconstruction  program, 
the  Special  Inspector  General  for  Iraq  Reconstruction  (SIGIR)  has  issued  six  reports  on 
transferring  completed  U.S.  government-funded  reconstruction  projects  to  the  Government  of 
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Iraq  (GOI)  since  January  2006.  As  SIGIR  reported  in  July  2007,  an  effective  asset  transfer 
process  is  essential  for  two  reasons.  First,  it  allows  the  GOI  to  recognize  that  a  project  is 
complete  and  that  the  U.S.  has  provided  all  necessary  documentation  and  training.  Second,  it 
validates  that  the  GOI  accepts  responsibility  for  project  operation  and  maintenance  and  capital 
replacement.  The  GOFs  acceptance  of  projects  and  its  commitment  to  maintain  them  are 
important  steps  in  ensuring  that  the  billions  of  dollars  in  U.S.  reconstruction  assistance  are  not 
wasted  because  the  projects  are  not  maintained  and  used. 

SIGIR  has  previously  identified  problems  in  the  asset  transfer  process,  including  the  lack  of  a 
uniform  process  among  U.S.  agencies  for  transferring  completed  projects  to  the  GOI,  the 
unilateral  transfer  of  projects  to  individual  ministries,  and  the  transfer  of  projects  to  provincial  or 
local  officials  without  assurance  that  ministry  officials  with  budget  authority  were  prepared  to 
sustain  the  transferred  assets. 

The  Congress  has  also  called  for  transfer  agreements  and  assurance  that  the  GOI  will  maintain 
projects.  In  the  Fiscal  Year  2008  Supplemental  Appropriations  Act^  the  Congress  made  the 
availability  of  certain  funds  conditional  on  action  by  the  Department  of  State  (DoS)  to  secure  and 
implement  an  agreement  with  the  GOI  on  the  transfer  of  completed  projects.  However,  when 
SIGIR  issued  the  report  in  April  2008,  DoS  had  been  unable  to  finalize  an  agreement.  Also,  the 
Omnibus  Appropriations  Act,  2009,^  requires  DoS  to  report  on  its  plans  to  transition  certain 
programs  and  activities  to  the  GOI. 

The  objectives  of  this  review  are  to  determine  (I)  the  extent  to  which  U.S.  reconstruction 
agencies  working  in  Iraq  have  made  progress  in  establishing  a  uniform  policy  and  procedure  for 
transferring  projects  to  the  GOI,  and  (2)  whether  the  Embassy  has  made  progress  in  obtaining 
GOI  support  for  a  formal  asset  transfer  agreement. 


Background 

An  asset  transfer  process  is  essential  to  both  the  United  States  and  Iraq.  First,  it  allows  the  GOI 
to  recognize  ownership  of  the  project,  agree  that  the  project  is  complete,  that  all  necessary 
project-specific  documentation  is  in  place,  and  that  the  U.S.  government  has  provided  the 
necessary  training  and  orientation  to  the  local  Iraqi  staff  that  will  have  responsibility  to  manage 
operate,  and  maintain  the  new  or  refurbished  facility.  Second,  it  validates  that  the  GOI  is  now 
responsible  for  project  operation  and  maintenance  and  capital  replacement.  It  also  enables  the 


^  Transferring  Iraq  Relief  and  Reconstruction  Fund  Capital  Projects  to  the  Government  of  Iraq,  SIGIR  07-004, 
July  25,  2007. 

*  Public  Law  110-252,  Section  1402  (a)  (1). 

^  Omnibus  Appropriations  Act,  2009,  Public  Law  111-8,  Section  7042,  subsection  c. 
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Iraqi  Ministry  of  Finance  to  leverage  completed  projects  to  obtain  financing  for  future  initiatives 
from  world  markets,  including  the  International  Monetary  Fund,  World  Bank,  and  donor  nations. 

There  are  four  organizations  primarily  involved  with  Iraq  reconstruction: 

•  The  Iraq  Transition  Assistance  Office  (ITAO)  is  a  temporary  organization  within  the  U.S. 
Mission-Iraq.^°  According  to  the  Joint  Campaign  Plan,  ITAO  is  the  lead  U.S. 
organization  to  influence  and  work  with  the  GOI  to  assume  full  ownership  and 
responsibility  for  operation  and  maintenance  of  U.S.  government  funded  projects." 

•  The  U.S.  Agency  for  International  Development  (USAID)  implements  programs  in 
coordination  with  the  United  Nations,  World  Bank,  International  Monetary  Fund, 
coalition  country  partners,  nongovernmental  organizations,  and  private  sector  partners. 
USAID  programs  are  in  education,  health  care,  food  security,  economic  growth, 
community  development,  local  governance,  and  transition  initiatives.  This  is 
accomplished  through  its  Mission  headquarters  in  Baghdad  and  five  field  offices  located 
throughout  Iraq. 

•  The  Multi-National  Security  Transition  Command-Iraq  (MNSTC-I)  is  a  component  of  the 
U.S.  Central  Command’s  Multi-National  Force-Iraq.  MNSTC-I  assists  in  building  the 
capacity  of  the  Iraqi  Security  Forces  through  a  program  of  recruitment,  training, 
equipping,  mentoring,  and  monitoring. 

•  The  Gulf  Region  Division  of  the  U.S.  Army  Corps  of  Engineers  (GRD)  provides 
engineering  and  construction  services  to  the  Multi-National  Force-Iraq  and  the  Iraqi 
government  in  support  of  military  and  civil  construction.  This  is  accomplished  through 
its  Baghdad  headquarters,  three  district  offices,  and  numerous  field  offices  located 
throughout  Iraq. 

ITAO  established  an  Asset  Recognition  and  Transition  Operational  Group  (ARTOG)  that 
includes  the  following  implementing  agencies:  (1)  GRD,  (2)  Multi-National  Corps-Iraq;  (3) 
MNSTC-I,  and  (4)  USAID. Additionally,  representatives  from  the  U.S.  Army  Corps  of 
Engineers,  Multi-National  Eorce-Iraq,  the  U.S.  Treasury  Attache,  the  Iraq  Ministry  of  Einance 
and  Iraq  Ministry  of  Planning  and  Development  Cooperation  are  also  invited  to  attend  ARTOG 
meetings.  The  ARTOG’s  mission  is  to  develop,  improve,  and  implement  a  single  set  of  overall 
transparent  policies  and  procedures  to  achieve  an  effective,  formal  capital  asset  transfer  process; 
providing  clear  lines  of  authority,  responsibility  and  accountability. 


***  Prior  to  2007,  ITAO  was  known  as  the  Iraq  Reconstruction  Management  Office  (IRMO).  ITAO’s  current  mission 
carries  forward  the  work  of  IRMO. 

"  The  Joint  Campaign  Plan  was  developed  and  approved  by  the  U.S.  Embassy  in  Iraq  and  the  Multi-National  Force- 
Iraq  as  a  top-level  strategic  planning  document  for  achieving  long-term  partnership  with  Iraq. 

The  ARTOG  defines  capital  assets  as  physically  tangible  property  which  cannot  easily  be  converted  into  cash  and 
is  expected  to  be  held  for  a  long  period,  generally  five  (5)  years  or  more.  Generally,  these  assets  have  a  value  above 
$250,000.  Examples  of  capital  assets  include  buildings,  real  estate,  and  equipment.  Capital  assets  do  not  include 
services,  technical  assistance,  or  training;  although  such  expenses  may  be  rolled  into  the  total  value  of  an  asset  when 
part  of  the  same  project  and  being  relevant  to  its  completion. 
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Since  January  2006,  SIGIR  has  issued  six  audit  reports  on  the  Iraq  reconstruction  agencies’ 
efforts  to  implement  an  asset  transfer  process.  These  reports  are  identified  in  Appendix  C.  In 
summary,  the  reports  said  the  following: 


•  A  January  2006  report  on  the  asset  process  used  by  GRD  and  the  Project  and  Contracting 
Office  found  that  their  process  was  geared  toward  asset  transfer  to  Iraqi  government 
representatives  at  the  local  level  and  did  not  address  the  information  needs  of  the  GOI 
and  the  Iraqi  Ministries  responsible  for  integrating  the  assets  into  a  nation-wide 
infrastructure  plan,  and  budgeting  for  the  sustainment  of  completed  projects. 

•  An  April  2006  report  on  MNSTC-I’s  asset  transfer  process  found  that  MNSTC-I  had 
developed  procedures  for  transferring  defense-related  assets  to  the  Ministry  of  Defense 
based  upon  DoD  standard  facilities  management  policies  and  procedures,  but  had  less 
success  in  transferring  law-enforcement  related  assets  to  the  Ministry  of  Interior.  SIGIR 
also  found  that  a  process  was  not  in  place  for  transferring  projects  to  the  GOI  but  that 
MNSTC-I  was  a  part  of  a  DoS  working  group  that  was  addressing  the  issue. 

•  An  April  2006  report  on  USAID’s  asset  transfer  process  found  that  USAID  was  using 
USAID  agency-wide  procedures  for  its  Iraq  asset  transfers  and  did  not  believe  that  it 
should  have  to  use  a  common  process.  USAID  also  did  not  have  a  process  for 
transferring  assets  to  the  national  government,  but  was  a  part  of  the  DoS  working  group 
that  was  working  toward  that  goal. 

•  A  July  2006  report  followed  up  on  earlier  reports  on  the  transition  of  completed  projects 
funded  by  the  Iraq  Relief  and  Reconstruction  Fund  (IRRF)  to  the  Iraqi  government. 
Generally,  the  review  found  that  the  IRRF-implementing  organizations  had  formed  a 
number  of  working  groups  that  were  addressing  key  transaction  issues;  nevertheless, 
coordinated  processes  for  the  transfer  of  IRRF  assets  to  the  Iraqi  government— including 
sustainment  and  capacity  building— had  not  been  finalized. 

•  A  July  2007  report  followed  up  on  the  earlier  reports  and  found  that  IT  AO  and  its 
partners  had  coordinated  a  process  with  the  GOI’s  Ministry  of  Finance  and  successfully 
transferred  several  hundred  projects.  However,  a  new  Minister  of  Finance  was  appointed 
in  May  2006  and  subsequently  changed  the  GOI  conditions,  effectively  halting  further 
transfers  at  the  national  level.  ITAO  and  its  partners  then  tried  to  negotiate  directly  with 
the  individual  Iraqi  line  ministries  and  at  the  conclusion  of  the  audit  were  still  trying  to 
negotiate  an  agreement.  The  report  also  found  that  USAID  had  still  chosen  not  to  follow 
the  DoS  working  group  and  was  working  to  negotiate  its  own  agreements  with  the  Iraqi 
line  ministries. 

•  An  April  2008  report  found  that  ITAO  and  the  other  agencies  had  made  progress.  For 
example,  they  had  drafted  an  Interagency  Agreement  on  a  U.S.  asset  transfer  policy  and  a 
Memorandum  of  Understanding  with  the  GOI  on  respective  asset  transfer  roles  and 
responsibilities.  SIGIR’s  review  of  the  agreement,  however,  found  that  it  only  provided 
guidance  for  agencies  to  follow  while  implementing  their  own  policies  and  procedures. 
This  “stove-piping”  of  responsibilities  created  a  proliferation  of  different  standards  and 
procedures.  For  example,  some  agencies  were  using  unilateral  transfers  when  efforts  to 
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obtain  GOI  acceptance  had  failed.  In  a  unilateral  transfer  the  U.S.  sends  the  Iraqis  a  letter 
stating  that  they  are  now  responsible  for  the  project.  SIGIR  also  found  that  U.S.  efforts 
to  obtain  GOI  signature  to  the  Memorandum  of  Understanding  had  come  to  a  stalemate 
and  that  wording  in  the  Memorandum  stated  that  it  was  not  binding  on  either  party. 


Objectives 

The  objectives  of  this  review  are  to  determine  (1)  the  extent  to  which  U.S.  reconstruction 
agencies  working  in  Iraq  have  made  progress  in  establishing  a  uniform  policy  and  procedure  for 
transferring  projects  to  the  GOI,  and  (2)  whether  the  Embassy  has  made  progress  in  obtaining 
GOI  support  for  a  formal  asset  transfer  agreement. 

For  a  discussion  of  the  audit  scope  and  methodology,  see  Appendix  A.  For  information  on  U.S. 
agency  asset-transfer  processes,  see  Appendix  B.  Appendix  C  provides  a  summary  of  prior 
SIGIR  audit  reports  on  asset  transfer.  For  more  information  on  recent  SIGIR  Inspections  reports 
identifying  sustainment  issues,  see  Appendix  D.  For  a  list  of  acronyms  used  in  this  report,  see 
Appendix  E.  For  a  list  of  the  audit  team  members,  see  Appendix  F.  For  management  comments, 
see  Appendix  G. 
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The  Asset  Transfer  Process  Lacks  an  Effective 
Management  Structure  and  Accountability 


In  SIGIR’s  April  2008  report,  we  diseussed  ITAO’s  and  the  implementing  ageneies’  efforts  to 
develop  a  common  set  of  asset  transfer  procedures.  These  efforts  have  been  ongoing  since  2005. 
However,  after  still  another  year  of  work,  the  current  asset  transfer  process  suffers  from  the  lack 
of  a  management  structure  that  provides  clear  authority  and  accountability,  as  well  as  uniform 
transfer  policies  and  procedures. 

In  the  April  report,  SIGIR  noted  that  an  Asset  Recognition  and  Transfer  Working  Group, 
comprised  of  all  the  key  players  involved  in  Iraq  reconstruction,  had  drafted  an  Interagency 
Agreement  on  Procedures  for  the  Transfer  and  Recognition  of  U.S.  Government  Funded  Capital 
Assets  to  the  Government  of  the  Republic  of  Iraq  to  formalize  guidance.  ITAO  officials  told  us 
at  the  time  that  the  draft  interagency  agreement  had  been  approved  by  all  the  implementing 
agencies  except  for  DoS,  where  it  was  awaiting  legal  review.  The  draft  interagency  agreement 
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proposed  to  establish  an  Asset  Recognition  and  Transfer  Working  Group  as  the  focal  point  for 
all  U.S.  government  IRRF-ftmded  asset  transfers.  The  Working  Group  was  to  deal  with  its  GOI 
counterpart  in  developing  the  asset  transfer  process  and  would  assume  a  number  of  related 
responsibilities  including  responsibility  for  keeping  a  record  of  all  capital  assets  transferred  to 
the  GOI  by  all  U.S.  agencies,  and  for  providing  the  GOI  with  a  complete  inventory  of  assets 
transferred,  including  sustainment  information. 

ITAO  officials  stated  that  the  ARTOG  has  developed  an  informal  asset  transfer  process  but  the 
process  is  still  in  draft  and  has  not  been  signed  and  implemented  by  all  members.  ITAO  officials 
stated  that  finalizing  the  asset  transfer  process  is  pending  the  finalized  Memorandum  of 
Understanding  between  the  U.S.  and  the  GOI  on  asset  transfer.  According  to  the  official,  the 
plan  is  to  provide  documentation  on  completed  projects  each  month  to  the  Iraqi  Ministry  of 
Planning  Development  and  Cooperation.  DoS  is  working  with  the  Ministry  to  determine  the 
form  and  content  regarding  how  the  ministries  want  to  receive  the  asset  inventory  information. 
Until  the  Ministry  agrees,  the  ARTOG  cannot  finalize  the  process.  Table  1  shows  the  asset 
transfer  process  as  currently  envisioned  with  step  three  still  under  development  pending  the 
finalization  of  the  Memorandum  of  Understanding. 


The  Asset  Recognition  and  Transfer  Working  Group  is  now  known  as  the  Asset  Recognition  and  Transition 
Operational  Group 
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Table  1 — Asset  Transfer  Process 


step  One: 
Approval  Process 


•A  project  is  proposed  by  a  U.S. 
government  agency. 

•The  U.S.  executing  agency  seeks  to 
obtain  a  "letter  of  sustainment" 
from  the  GOI.  The  "letter  of 
sustainment"  will  provide 
affirmation  that  the  GOI  will  accept 
and  sustain  the  asset  in  the  future. 

•The  U.S.  executing  agency 
approves  and  determinesthe 
programmatic  funding  for  the 
project. 

•  Funding  is  obligated  and  the 
project  begins  construction 


Source:  Iraq  Transition  Assistance  Office 


Step  Two: 

Functional  Level  Transfer  (Local 
Transfer) 


•The  project  is  completed  by  the 
U.S.  government  executing  agency. 
If  necessary,  training  is  conducted 
for  the  government  of  Iraq  ministry 
that  is  receiving  the  asset. 

•  Documentation  on  the  asset  is 
provided  to  the  GOI. 

•Afunctional  transfer  letter  is 
signed  by  the  U.S.  executing 
agency  and  the  GOI. 

•The  project  information,  functional 
transfer  letter  and  other 
documentation  are  uploaded  into 
IRMS  by  the  U.S.  government 
executing  agency. 


Step  Three: 

Legal  Transfer  (National/Ministry 
Level  Transfer) 


•  Notification  of  capital  asset 
transfers  provided  to  MoPDC 
through  a  monthly  ARTOG  report 
provided  by  ITAO. 


In  our  previous  reports,  and  again  in  this  report,  SIGIR  found  that  the  inability  to  develop  project 
management  systems  with  accurate  information  on  the  projects  initiated  and  their  ultimate 
disposition  can  be  attributed  to  a  lack  of  unity  of  command  and  program  accountability.  For 
example,  in  April  2008,  we  reported  that  the  U.S.  government’s  management  of  the  asset  transfer 
function  is  fragmented  among  several  agencies.  Presidential  Directives  and  Executive  Orders 
assign  project  management  based  on  both  purpose  and  funding  source.  As  a  result,  ITAO  states 
that  it  did  not  have  the  responsibility  to  coordinate  all  asset  transfers.  Consequently,  there  was 
no  single  entity  responsible  for  ensuring  that  competed  projects  are  transferred  to  the  GOI  in  a 
uniform  manner.  Without  one  agency  in  charge,  U.S.  reconstruction  agencies  have  pursued  the 
goal  of  developing  a  common  asset  turnover  process  for  over  three  years  without  success,  and 
the  U.S.  Embassy  has  been  unable  to  compel  agencies  to  provide  the  data  necessary  to  detail  the 
extent  and  outcome  of  U.S.  reconstruction  activities  in  Iraq. 

Agency  officials  have  stated  that  they  do  not  believe  that  a  common  process  at  the  local  level  is 
necessary.  Eor  example,  in  its  written  response  to  our  April  report,  GRD  said  that  while  an  Iraqi 
government  official  may  not  have  signed  for  a  project,  it  does  not  mean  that  the  Iraqi  people 
have  not  taken  possession  of  the  asset  either  by  constructive  acceptance  or  by  beneficial 
occupancy  at  the  local  level.  SIGIR  agrees  that  assets  are  being  turned  over  at  the  local  level. 
However,  we  continue  to  believe  that  a  common  process  is  needed  to  assure  that  the  GOI  is 
aware  of  the  billions  of  dollars  of  projects  that  have  been  completed.  This  information  is 
necessary  so  the  GOI  can  support  the  projects,  leverage  completed  projects  to  obtain  financing 
for  future  initiatives  from  world  markets,  including  the  International  Monetary  Eund,  World 
Bank,  and  donor  nations,  and  have  complete  knowledge  of  what  is  occurring  in  each  sector  so  it 
can  conduct  its  own  reconstruction  and  assistance  plans.  Eor  example,  a  November  2007  report 
from  the  Iraqi  Board  of  Supreme  Audit  said  that  many  of  the  Iraqi  ministries  it  audited  had  no 
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records  detailing  the  existence  of  many  U.S. -funded  projects  supposedly  under  the  ministry’s 
control.  Further,  in  our  last  report  we  stated  that  Iraqi  Ministry  of  Defense  told  SIGIR  that  the 
failure  to  notify  appropriate  officials  of  asset  transfers  prevents  the  Ministry  from  preparing  a 
budget  that  would  allow  for  the  proper  maintenance  and  support  funding  for  the  assets.  SIGIR 
recognizes  that  the  reconstruction  agencies  cannot  hold  on  to  assets  while  awaiting  GOI 
notification,  and  that  local  turnover  of  assets  has  been  necessary.  However,  notification  to  the 
GOI  remains  an  important  part  of  the  process  and  should  be  pursued. 

An  information  system  with  accurate  data  on  project  starts,  costs,  and  disposition  is  also 
important  to  the  DoS.  As  the  agency  responsible  for  the  civil  reconstruction  effort,  it  is 
accountable  to  the  Congress  and  the  American  people  for  the  billions  invested.  A  system  with 
accurate  project  information  is  also  important  to  the  overall  management  of  the  reconstruction 
program  in  terms  of  reconstruction  planning  and  end-use  monitoring  of  projects  to  determine 
where  additional  assistance  may  be  needed. 


Programs  for  Monitoring  Transferred  Assets  Do  Not  Exist 

Although  agencies  do  not  have  formalized  sustainment  programs,  each  agency,  on  an  ad-hoc 
basis,  will  involve  itself  in  some  sustainment  efforts  if  needed.  For  example,  ITAO  officials 
stated  that  it  is  currently  developing  a  statement  of  work  for  a  $30  million  contract  for  the 
sustainment  of  Provincial  Reconstruction  Development  Council  programs  and  projects.  GRD’s 
sustainment  efforts  are  generally  written  into  its  contracts  and  it  has  issued  some  short-term 
sustainment  contracts  for  specific  equipment.  MNSTC-I  officials  stated  that  after  an  asset  has 
been  transferred,  the  GOI  is  responsible  for  maintenance  and  sustainment  of  the  asset.  MNSTC-I 
does  provide  the  Iraqis  with  an  estimate  of  the  funds  required  for  maintenance  and  sustainment 
for  each  project.  MNSTC-I  recommends  that  the  Iraq  Ministry  of  Defense  budget  one  to  three 
percent  annually  of  the  initial  project  cost  for  operation  and  maintenance  of  the  transferred 
facilities.  However,  MNSTC-I  may  get  involved  after  an  asset  is  transferred  if  there  is  a 
warranty  issue  with  the  asset.  USAID  officials  stated  that  USAID  does  not  monitor  or  sustain  an 
asset  once  it  has  been  transferred  to  the  GOI.  However,  USAID  is  currently  working  with  the 
Iraqi  government  on  how  to  properly  sustain,  budget,  and  maintain  its  assets. 

The  ARTOG  has  drafted  an  end  use  monitoring  plan.  The  plan  calls  for  members  of  the  ARTOG 
to  prepare,  on  a  quarterly  basis,  a  list  of  projects  to  be  visited.  Site  visits  are  to  be  conducted  by 
the  implementing  agency  or  through  the  assistance  of  another  U.S.  government  agency 
participating  in  the  ARTOG.  High-cost  and  high-profile  assets  will  receive  priority  on  the  list. 
The  agency  conducting  the  site  visit  will  provide  an  after  action  report  to  the  group.  ITAO  will 
prepare  a  monthly  and  quarterly  report  for  the  group  and  for  further  dissemination.  The  MNF- 
I/U.S.  Embassy  Joint  Campaign  Plan,  Annex  B,  Task  1.1.5,  identifies  ITAO  as  the  lead  U.S. 
government  organization  to  influence  and  work  with  the  GOI  to  assume  full  ownership  and 
responsibility  for  operation  and  maintenance  of  U.S.  government  funded  projects.  To  date  the 
end  use  monitoring  plan  has  not  been  implemented. 
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SIGIR  Audits  and  Inspections  Report  Sustainment  Issues  in  Assets 
Transferred  to  the  GOI 


SIGIR  Audits  have  raised  concerns  about  the  GOI’s  need  to  prepare  to  take  responsibility  for 
project  operations,  security,  and  sustainability.  In  a  capping  report  that  looked  at  122  SIGIR 
audit  reports,  one  common  theme  was  the  need  for  U.S.  recognition  of  the  importance  of 
working  with  appropriate  GOI  ministries  in  the  transfer  of  reconstruction  projects  to  ensure  long¬ 
term  sustainability  of  the  projects  completed.  Additionally,  recent  SIGIR  Inspections  reports 
showed  a  reoccurring  theme  regarding  sustainment  issues  once  an  asset  has  been  transferred  to 
the  GOI:  long-term  operations  and  maintenance  practices  were  not  being  followed,  and  routine 
maintenance  was  not  being  done.  The  lack  of  adequate  oversight  on  these  projects  has  put  these 
projects  in  jeopardy  of  failure  or  in  need  of  repair  far  sooner  than  expected.  For  more 
information  on  four  recent  SIGIR  Inspections  reports  identifying  sustainment  issues,  see 
Appendix  D. 
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A  Memorandum  of  Understanding  with  the  GOI  on 
Asset  Transfer  Has  Not  Been  Finalized 


The  Embassy’s  inability  to  finalize  a  memorandum  of  understanding  with  the  GOI  on  their 
respective  asset  transfer  roles  and  responsibilities  continues  to  contribute  to  the  asset-transfer 
problem.  Such  an  agreement  could  help  U.S.  reconstruction  agencies  in  standardizing  their 
asset-transfer  processes.  A  draft  memorandum  was  prepared  in  November  2007,  but  the 
memorandum  was  not  finalized.  IT  AO  officials  told  SIGIR  that  the  GOI  Council  of  Ministers 
(Council)  had  formed  an  asset  transfer  committee  to  develop  an  asset  transfer  process  with  the 
U.S.  government.  The  Council  met  on  December  16,  2008,  and  issued  Decision  number  444  on 
establishing  rules  and  procedures  on  how  the  GOI  would  accept  transferred  projects  executed  by 
the  United  States.  However,  when  the  document  was  translated  on  December  22,  2008,  ITAO 
discovered  that  the  decision  was  re-worded  and  the  clause  removing  the  U.S.  from  financial 
liability  had  been  taken  out. 

Upon  further  discussion  it  was  discovered  the  Council  of  Ministers  Secretary  was  responsible  for 
the  deletion  of  the  statement  and  it  was  not  the  intent  of  the  Council  to  have  it  removed.  On 
January  13,  2009,  the  Council  issued  an  amended  Decision  number  444,  stating  that  all  U.S. 
government  asset  transfers  would  be  received  as  a  gift  with  no  financial  obligations  between  the 
two  governments.  The  decision  also  recommended  that  the  two  governments  negotiate  a 
memorandum  of  understanding  on  asset  transfer.  A  final  agreed-to  version  of  the  memorandum 
has  not  been  completed  or  signed. 

Although  no  memorandum  between  the  Embassy  and  the  GOI  has  been  negotiated,  other 
agencies  have  negotiated  asset-transfer  agreements  at  the  provincial  level.  Eor  example,  the 
Governor  of  Baghdad  Province,  the  Commanding  General,  Multinational  Division  Baghdad,  the 
CRD  Commanding  General,  the  Commander,  Joint  Contracting  Command- Iraq/ Afghanistan, 
and  the  Team  Leader  for  the  Provincial  Reconstruction  Team-Baghdad  signed  a  memorandum  of 
understanding  that  details  how  assets  will  be  transferred  in  the  Baghdad  province.  The 
memorandum  provided  a  sample  letter  that  the  Province  Governor  and  the  appropriate  Iraqi 
Ministry  and  office  are  to  sign  accepting  the  asset  and  promising  to  sustain  and  maintain  the 
asset  after  the  transfer. 


Incomplete  and  Inaccurate  Data  in  IRMS  Contributes  to  Asset 
Transfer  Problems 

Unreliable  data  in  the  Iraq  Reconstruction  Management  System  (IRMS)  continues  to  make  it 
difficult  for  planners  to  track  the  status  of  reconstruction  project.  IRMS  was  intended  to  be  the 
central  repository  for  Iraq  reconstruction  project  information,  however,  as  SIGIR  has  reported, 
IRMS  does  not  contain  complete  or  accurate  data.  Nonetheless,  prior  to  October  2008,  ITAO 
was  providing  a  monthly  report  to  GOI  on  transferable  capital  assets  even  though  ITAO  is  aware 
that  the  data  in  the  report  are  inaccurate.  Eor  example,  the  report  showed  all  completed  capital 
assets  whether  or  not  transferred;  USAID  projects  are  not  included,  and  the  data  includes 
unilateral  transfers.  SIGIR  also  found  that  the  GOI  individual  designated  to  receive  the  data  has 
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been  gone  for  several  months,  no  asset-transfer  data  has  been  provided  to  GOI  since  October 
2008,  and  ITAO  has  not  retained  copies  of  the  prior  reports.  Consequently,  there  is  no  master 
record  of  projects  transferred  by  ITAO  to  the  GOT  Actions  are  currently  underway  by  the  IRMS 
Interagency  Working  Group  to  correct  data  inaccuracies  for  each  of  the  reconstruction  agencies 
data  sets  and  this  initiative  will  continue.  In  addition,  GRD  has  upgraded  or  refreshed  system 
software  and  replaced  outdated  hardware  for  IRMS. 

Even  though  the  IRMS  asset  transfer  data  are  incomplete  and  inaccurate,  the  data  can  be  used  for 
high  level  analysis  of  national  and  local  level  asset-transfer  practices.  In  total,  IRMS  shows  that 
as  of  December  2008,  $13.5  billion  of  assets  have  been  transferred.  Of  this  amount,  $9.7  billion 
(72%)  was  transferred  locally  and  $1.7  billion  (13%)  was  transferred  nationally. 
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Conclusions  and  Recommendation 


The  Iraq  reconstruction  program  and  its  associated  management  structures  evolved  over  time  and 
were  accomplished  in  a  difficult  security  environment.  Nonetheless,  the  implementing  agencies 
for  Iraq  reconstruction  projects  have,  after  four  years  of  effort,  been  unsuccessful  at 
implementing  an  asset-transfer  program  that  has  uniform  policies  and  procedures  among  the 
involved  agencies,  and  accurate  information  on  project  construction,  transfer,  and  operational 
status. 

This  situation  leaves  the  implementing  agencies  and  the  GOI  without  the  fundamental 
information  needed  to  effectively  manage  the  program,  particularly  as  it  relates  to  assets  yet  to  be 
transferred  and  to  actions  that  may  need  to  be  taken  to  address  current  and  future  sustainment 
issues.  As  a  result,  a  substantial  portion  of  the  billions  of  dollars  invested  in  reconstruction  is  at 
risk  of  being  wasted. 

On  the  U.S.-side,  the  longstanding  lack  of  unity  of  command  has  created  a  situation  where 
organizational  accountability  for  addressing  these  issues  does  not  exist.  On  the  GOI  side,  there 
must  be  a  willingness  to  reach  a  timely  agreement  for  receiving  and  accepting  the  assets  that  are 
ready  for  transfer. 


Recommendation 

SIGIR  has  previously  recommended  that  the  Ambassador  and  the  Commander,  Multi-National 
Force-Iraq  (MNF-I)  direct  that  a  single  set  of  policies,  processes,  and  procedures  for  transferring 
assets  be  developed  for  use  by  all  involved  agencies  and  for  all  U.S.  projects  regardless  of 
funding  source.  This  recommendation  has  not  been  implemented  and  will  remain  open. 

1.  SIGIR  also  recommended  that  the  Ambassador  and  the  Commanding  General,  MNF-I 
enter  into  high-level  discussions  with  the  GOI  on  developing  a  memorandum  of 
understanding  with  the  GOI  for  the  transfer  of  assets.  In  December  2008,  SIGIR  closed 
this  recommendation  based  on  talks  that  were  ongoing  at  that  time  between  the  Embassy 
and  the  GOI.  However,  the  talks  were  not  successful.  Even  though  the  GOI  has 
established  rules  and  procedures  for  accepting  assets,  SIGIR  continues  to  believe  that  a 
formal  agreement  is  needed.  The  Embassy  questioned  SIGIR’ s  reopening  the 
recommendation  because  it  is  conducting  discussions  on  asset  transfer  with  the  GOI. 
However,  SIGIR’s  intent  was  that  the  discussions  result  in  a  memorandum  of 
understanding.  Consequently,  SIGIR  is  modifying  the  recommendation  to  clarify  our 
intent  that  the  discussion  result  in  a  memorandum  of  understanding  and  is  reopening  this 
recommendation.  SIGIR’s  recommendation  is  that  the  Ambassador  and  the 
Commanding  General,  MNE-I  negotiate  a  memorandum  of  understanding  with  the  GOI 
for  the  transfer  of  assets 
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Management  Comments  and  Audit  Response 


The  U.S.  Embassy-Iraq,  and  GRD  provided  written  comments  on  a  draft  of  this  report.  We  did 
not  receive  comments  from  USAID.  The  Embassy  did  not  concur  with  either  our  earlier 
recommendation,  or  reopening  our  previously  closed  recommendation.  SIGIR  notes,  however, 
that  the  Embassy  had  previously  agreed  with  both  recommendations.  GRD  generally  agreed 
with  the  facts  as  presented  in  the  report. 

The  Embassy  did  not  agree  that  the  U.S.  reconstruction  agencies  should  develop  a  single  set  of 
policies,  processes,  and  procedures  for  transferring  assets  to  the  GOT  According  to  the 
Embassy,  the  agencies  have  their  own  documents,  requirements,  and  regulations,  and  it  sees  no 
compelling  reason  that  these  should  be  abandoned  for  a  common  set  of  procedures.  However,  in 
SIGIR’s  view  the  Embassy’s  response  focuses  too  much  on  the  process  and  too  little  on  what  the 
process  was  intended  to  accomplish.  As  SIGIR  discusses  in  the  report,  in  the  absence  of  a 
standardized  process  or  procedures  for  transitioning  assets  to  the  GOI  each  agency  uses  its  own 
procedures.  The  result  is  that  assets  are  turned  over  at  various  governmental  levels  and  the  GOI 
and  the  ministries  responsible  for  planning  the  sustainment  and  integration  of  assets  generally 
have  incomplete  information  on  what  the  U.S.  has  provided.  This  situation  illustrates  the  need 
for  an  integrated  approach  among  agencies  for  managing  contingency  reconstruction  programs. 
Therefore,  SIGIR  continues  to  believe  the  recommendation  is  appropriate. 

The  Embassy  also  did  not  concur  with  our  recommendation  that  the  Ambassador  and 
Commanding  General  MNE-I  immediately  enter  into  high  level  discussions  with  the  GOI  on 
developing  a  memorandum  of  understanding  for  the  transfer  of  assets.  SIGIR  understands  that 
there  have  been  high-level  discussions  between  the  Embassy  and  the  GOI  regarding  asset- 
transfer.  The  Council  of  Ministers  Decision  Number  444,  stated  that  immediately  after  the 
takeover  of  the  projects,  the  Ministries  concerned  should  be  responsible  for  their  operation  and 
maintenance  of  the  projects.  Additionally,  the  Decision  states  that  the  Ministry  of  Planning  and 
Development  Cooperation  shall  undertake  the  task  of  drafting  a  memorandum  of  understanding 
that  establishes  suitable  mechanisms  for  taking  over  the  projects.  However,  the  intent  of 
SIGIR’s  recommendation  was  that  the  discussions  with  the  GOI  should  result  in  a  formal 
memorandum  of  understanding  on  asset  transfers.  SIGIR  has  modified  the  recommendation  to 
clarify  this  point. 

GRD  provided  written  comments  that  were  reviewed  and  approved  by  MNE-I.  GRD  stated  that 
it  generally  agreed  with  the  facts  as  presented  in  the  draft  report.  GRD  also  provided  technical 
comments  that  we  have  addressed  in  the  report  as  appropriate. 


Transition  of  Iraq  Relief  and  Reconstruction  Fund  Hojects  to  the  Iraqi  Government,  (SIGIR  06-017,  July  28, 
2006). 

Transferring  Iraq  Relief  and  Reconstruction  Fund  Capital  Hojects  to  the  Government  of  Iraq,  (SIGIR  07-004,  July 
25,  2007) 
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Matter  for  Consideration  by  the  Congress 


To  enhance  the  accounting  for  the  status  of  U.S. -funded  reconstruction  projects,  the  Congress 
may  wish  to  consider  directing  implementing  agencies  to  gather  and  provide  a  uniform  set  of 
data  that  clearly  identifies  all  projects  initiated  and  completed,  their  cost,  and  current  disposition 
regarding  transfer  and  sustainability  status. 

Lessons  Learned 

The  Iraq  asset-transfer  program  yields  several  key  lessons  learned  for  other  contingency 
reconstruction  operations,  such  as  Afghanistan,  that  should  be  applied  as  early  into  the  program 
as  possible.  They  are  the  following: 

•  A  management  structure  must  be  established  that  provides  unity  of  command  among  the 
involved  agencies  to  achieve  uniform  asset  transfer  processes  and  procedures. 

•  An  accurate  and  comprehensive  project  management  information  system  must  be 
established  and  maintained  throughout  the  reconstruction  program. 

•  U.S.  officials  must  engage  host  country  officials  to  establish  formal  agreements  on  asset 
transfer  and  project  sustainment. 
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Appendix  A —  Scope  and  Methodology 


SIGIR  initiated  this  review  in  May  2008  to  assess  U.S.  efforts  in  transferring  assets  to  the 
Government  of  Iraq.  Shortly  thereafter,  SIGIR  suspended  its  work  until  August  2009  because  of 
security  issues.  The  objectives  of  this  review  are  to  determine  (1)  the  extent  to  which  the  U.S. 
reconstruction  agencies  working  in  Iraq  have  made  progress  in  establishing  a  uniform  policy  and 
procedure  for  transferring  projects  to  the  GOI,  and  (2)  whether  the  Embassy  has  made  progress 
in  obtaining  GOI  support  for  a  formal  asset  transfer  agreement.  This  review  was  conducted  as 
SIGIR  project  8022. 

To  determine  the  extent  to  which  U.S.  reconstruction  agencies  have  made  progress  in 
establishing  a  uniform  policy  and  procedure  for  transferring  assets,  SIGIR  interviewed 
representatives  from  the  Iraq  Transition  Assistance  Office  (ITAO),  U.S.  Army  Corps  of 
Engineers  Gulf  Region  Division  (GRD),  the  Multi-National  Security  Transition  Command-Iraq 
(MNSTC-I),  and  U.S.  Agency  for  International  Development  (USAID).  We  also  attended  a 
meeting  of  the  Asset  Recognition  Transfer  Operational  Group  (ARTOG),  and  examined 
proposed  agreements  among  implementing  agencies.  SIGIR  reviewed  internal  management 
practices  and  draft  agreements  for  specific  plans,  policies,  and  procedures  that  may  be  used  to 
improve  these  efforts. 

To  determine  the  extent  to  which  the  Embassy  has  made  progress  in  obtaining  GOI  support  for  a 
formal  asset  transfer  agreement,  SIGIR  interviewed  representatives  from  ITAO,  GRD,  the 
MNSTC-I,  and  USAID. 

To  determine  the  processes  in  place  for  end  use  monitoring  of  transferred  assets,  SIGIR 
interviewed  representatives  from  the  ITAO,  GRD,  MNSTC-I,  and  USAID.  SIGIR  reviewed 
internal  management  practices  and  draft  agreements  for  specific  plans,  policies,  and  procedures 
for  end  use  monitoring  of  assets. 

To  determine  if  the  information  the  U.S.  government  provides  to  the  GOI  on  transferred  assets 
was  accurate,  SIGIR  interviewed  representatives  from  the  ITAO,  GRD,  MNSTC-I,  and  USAID. 
SIGIR  examined  the  Iraq  Reconstruction  Management  System  (IRMS)  and  the  United  Nations 
Donor  Assistance  Database.  SIGIR’s  information  on  IRMS  was  largely  based  on  information  we 
obtained  in  the  course  of  our  July  2008  review  of  IRMS. 

SIGIR  performed  this  audit  under  the  authority  of  Public  Eaw  108-106,  as  amended,  which 
incorporates  the  duties  and  responsibilities  of  inspectors  general  under  the  Inspector  General  Act 
of  1978,  as  amended.  The  audit  was  conducted  between  May  2008  and  March  2009  in 
accordance  with  generally  accepted  government  auditing  standards.  Those  standards  require  that 
SIGIR  plan  and  perform  the  audit  to  obtain  sufficient,  appropriate  evidence  to  provide  a 
reasonable  basis  for  our  findings  and  conclusions  based  on  our  audit  objectives.  SIGIR  believes 
that  the  evidence  obtained  provides  a  reasonable  basis  for  our  findings  and  conclusions  based  on 
our  audit  objectives. 


Comprehensive  Plan  Needed  to  Guide  the  Future  of  the  Iraq  Reconstruction  Manaeement  System,  SIGIR  08-021, 
7/26/2008. 
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Internal  Controls 


We  reviewed  the  effectiveness  of  management  controls  over  the  asset-transfer  program.  We 
identified  and  reviewed  policies  and  procedures  to  assess  their  effectiveness.  We  also  reviewed 
the  overall  effectiveness  of  the  program’s  management  structure  with  a  particular  emphasis  on 
the  issue  of  program  accountability.  The  focus  of  the  report’s  recommendations  addresses  ways 
to  improve  program  management  controls. 


Use  of  Computer-Processed  Data 

To  achieve  our  assignment’s  objective,  we  extensively  used  computer-processed  data  contained 
in  the  Iraq  Reconstruction  Management  System  (IRMS).  Our  prior  work  has  assessed  this 
system  and  reported  on  its  weaknesses.  Our  current  review  indicated  that  limitations  in  the 
data’s  completeness  and  accuracy  continue  to  exist.  However,  these  data  are  the  best  source 
available  for  purposes  of  our  review.  Where  we  used  this  data  for  analysis,  we  identified 
associated  limitations. 


Prior  Coverage 

We  reviewed  the  following  SIGIR  reviews  and  relied  on  them  in  conducting  this  audit: 

SIGIR  Inspections 

Report  on  Project  Sustainment  Assessment  of  the  Haditha  Primary  Healthcare  Center,  Haditha, 
Iraq,  PA-08- 134,  January  28,  2009. 

Report  on  Rebuilding  of  the  Al  Iqitadar  School  in  Anbar  Province,  Iraq,  PA-08-141,  January  26, 
2009. 

Heet  Primary  Healthcare  Center,  PA-08- 133,  January  23,  2009. 

Report  on  Plumbing  Repairs  at  the  Baghdad  Police  College,  Baghdad,  Iraq,  PA-08- 154  to  156, 
January  22,  2009. 

SIGIR  Audits 

Comprehensive  Plan  Needed  to  Guide  the  Future  of  the  Iraq  Reconstruction  Management 
System,  SIGIR-08-021,  July  2008. 

Transferring  Reconstruction  Projects  to  the  Government  of  Iraq:  Some  Progress  Made  but 
Further  Improvements  Needed  to  Avoid  Waste,  SIGIR-  08-017,  April  2008. 

Interim  Report  on  Iraq  Reconstruction  Contract  Terminations,  SIGIR-08-013,  April  2008. 

Transferring  Iraq  Relief  and  Reconstruction  Fund  Capital  Projects  to  the  Government  of  Iraq, 
SIGIR-07-004,  July  2007. 
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Transition  of  Iraq  Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  SIGIR-06- 
017,  July  2006. 

Audit  Report  on  U.S.  Agency  for  International  Development  Management  of  the  Transfer  of  Iraq 
Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  SIGIR-06-007,  April  2006. 

Audit  Report  on  Multi-National  Security  Transition  Command-Iraq  Management  of  the  Transfer 
of  Iraq  Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  SIGIR-06-006,  April 
2006. 

GRD-PCO  Management  of  the  Transfer  of  IRRF -funded  Assets  to  the  Iraqi  Government,  SIGIR- 
05-028,  January  2006. 
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Appendix  B — Current  U.S.  Agency  Asset-transfer 
Processes 


U.S.  Army  Corps  of  Engineers -Gulf  Region  Division  (GRD) 

Asset  Transfer  Process:  GRD  turns  assets  over  at  the  local  level  to  the  Iraqi  Directorate 
General.  GRD  provides  a  DD  Form  1354  “Transfer  and  Acceptance  of  Military  Real  Property” 
to  document  that  the  asset  has  been  transferred  to  the  GOT  The  local  Directorate  General  signs 
and  formally  accepts  the  asset. 


Multi-National  Security  Transition  Command-Iraq  (MNSTC-I) 

Asset  Transfer  Process:  MNSTC-I  provides  notification  to  the  GOI  30  days  prior  to  the 
estimated  completion  of  an  asset.  On  larger  scale  projects  MNSTC-I  may  also  send  out  60-  and 
90-day  letters.  In  addition,  MNSTC-I  also  sends  out  to  the  Iraq  Ministry  of  Defense  and  Iraq 
Ministry  of  Interior  a  30/60/90  Day  Biweekly  Project  Notification  that  contains  a  list  of  projects 
expected  to  be  completed  and  ready  to  be  transferred.  According  to  MNSTC-I,  the  advisors 
inform  both  Iraqis  and  Multinational  Corps  Iraq  chain  of  command  that  assets  are  completed.  At 
the  completion  of  the  construction,  there  is  a  joint  inspection  between  MNSTC-I  and  the  Iraqis 
prior  to  the  GOI  accepting  the  asset.  An  Asset  Recognition  Transfer  Letter  is  then  executed 
between  the  Iraqis  and  the  U.S.  government  and  a  DD  Form  1354  “Transfer  and  Acceptance  of 
Military  Real  Property”  is  prepared  to  document  that  the  asset  has  been  transferred  to  the  GOI. 


U.S.  Agency  for  International  Development  (USAID) 

Asset  Transfer  Process:  USAID  generally  requires  the  execution  of  a  bilateral  grant  agreement 
between  the  foreign  government  and  USAID  prior  to  the  start  of  a  project  and  before 
disbursement  of  any  project  funds.  The  grant  agreement  specifies  various  terms,  requirements, 
and  preconditions  that  must  be  met  by  the  host  government.  They  can  include  items  such  as  the 
project  dollar  amount  being  granted,  the  host  government’s  contribution,  the  estimated  project 
completion  date,  the  ability  to  sustain  the  project  after  completion,  and  the  expected  results. 

USAID  officials  accept  completed  construction  projects  from  the  prime  contractor  in  accordance 
with  standard  contracting  procedures.  USAID  then  transfers  responsibility  for  the  security, 
control,  operation  and  maintenance  of  the  completed  projects  to  the  appropriate  Iraqi  operating 
ministry  (Electricity,  Water,  Health,  Education,  Transportation,  Roads,  and  Communications). 
This  is  accomplished  through  a  “care  and  custody”  letter  provided  to  an  operating  ministry 
official.  The  letter  also  assigns  all  warranties  to  the  operating  ministry  and  provides  contact 
points  for  warranty  claims. 
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Appendix  C — Summary  of  Prior  SIGIR  Reports  on 
Asset-transfer 


In  addition  to  our  report  on  the  asset  transfer  process  discussed  above,  SIGIR  has  issued  six 
additional  audit  reports  on  concerns  and  recommendations  on  assets  transferred  to  the  GOI. 

GRD-PCO  Management  of  the  Transfer  of  IRFF-funded  Assets  to  the  Iraqi  Government,  SIGIR- 
05-028,  January  2006 

We  recommended  that  the  Commanding  General,  Gulf  Region  Division,  U.S.  Army  Corps  of 
Engineers  direct  the  GRD-PCO,  in  coordination  with  the  Iraq  Reconstruction  Management 
Office,  to  complete  the  development  of  a  common  policy  and  process  facilitating  the  transfer  of 
completed  project  assets  to  the  Government  of  Iraq.  That  process  should,  at  a  minimum,  provide 
formal  notification  of  the  project  asset  transfer  to  the  Iraqi  Ministry  of  Planning,  Ministry  of 
Finance,  and  the  appropriate  operating  ministry  central  headquarters  (Electricity,  Water,  Oil, 
Health,  Education,  Transportation,  Roads,  Communications,  Justice,  Interior  and  Defense). 
Notification  should  also  include,  at  a  minimum,  relevant  data  such  as  operation  start  date,  asset 
cost,  estimated  short-term  and  long-term  sustainability  costs,  terms  of  warranties,  and  the 
location  of  maintenance  and  systems  manuals  and  instructions. 

Audit  Report  on  Multi-National  Security  Transition  Command-Iraq  Management  of  the  Transfer 
of  Iraq  Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  SIGIR-06-006,  April 
2006 

We  recommended  that  the  Commanding  General,  Multi-National  Security  Transition  Command- 
Iraq  continue  to  support  the  evolving  policies  and  procedures  for  transferring  completed  projects 
to  the  Iraqi  Ministries  of  Finance  and  Planning  and,  once  those  procedures  are  finalized,  ensure 
sufficient  resources  are  made  available  to  fiilly  implement  the  procedures  in  sufficient  time  that 
the  information  can  be  used  by  the  Iraqi  government  in  formulating  its  calendar  year  2007 
budget. 

Audit  Report  on  U.S.  Agency  for  International  Development  Management  of  the  Transfer  of 
Iraq  Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  SIGIR-06-007,  April 
2006 

We  recommended  that  USAID,  in  coordination  with  the  Iraq  Reconstruction  Management 
Office,  complete  the  development  of  a  common  policy  and  process  facilitating  the  transfer  of 
completed  project  assets  to  the  Iraqi  government.  That  process  should,  at  a  minimum,  provide 
formal  notification  of  the  project  asset  transfer  to  the  Iraqi  Ministry  of  Finance,  Ministry  of 
Planning,  and  the  appropriate  operating  ministry  central  headquarters  (Electricity,  Water,  Oil, 
Health,  Education,  Transportation,  Roads,  Communications,  Justice,  Interior  and  Defense).  We 
further  noted  that  completed  assets  should  also  include,  at  a  minimum,  relevant  data  such  as 
operation  start  date,  asset  cost,  estimated  near  and  long-term  sustainability  costs,  terms  of 
warranties,  and  the  location  of  maintenance  and  systems  manuals  and  instructions. 
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Transition  of  Iraq  Relief  and  Reconstruction  Fund  Projects  to  the  Iraqi  Government,  SIGIR- 
06-017,  July  2006 

We  recommended  that  the  U.S.  Ambassador  to  Iraq  direct  the  Director  of  IRMO  to  do  the 
following: 

1 .  Develop  a  single,  uniform  process  for  asset  recognition  and  transfer  of  all  completed  projects 
to  the  Iraqi  government.  This  process  should  be  followed  by  all  of  the  IRRF- implementing 
agencies,  and  sufficient  resources  should  be  made  available  to  implement  the  process  in  time 
for  the  Iraqi  government’s  use  in  budget  planning; 

2.  Provide  a  bi-weekly  report  to  the  Deputy  Chief  of  Mission  on  the  progress  and  impediments 
to  the  implementation  of  the  asset  recognition  and  transfer  process; 

3.  Develop  a  sustainment  plan  to  guide  U.S.  activities  past  June  2007  emphasizing  capacity- 
development  activities  to  ensure  that  established  infrastructure  management  processes  are  in 
place  in  the  Iraqi  ministries; 

4.  Complete  an  assessment  to  determine  the  capacity  of  the  Iraqi  government  for  maintaining 
the  IRRF  projects; 

5.  Formulate  and  implement  a  plan  as  part  of  the  Joint  Campaign  Plan,  with  clear  goals  and 
objectives  for  developing  the  capacity  of  the  Iraqi  ministries;  and 

6.  Ensure  the  capacity-development  plan  is  linked  to  and  supported  by  the  necessary 
sustainment  funding  to  ensure  the  viability  of  all  IRRF-funded  projects.  This  plan  should 
include  the  $134  million  requested  for  this  purpose  in  the  U.S.  budget  for  fiscal  year  2007.  It 
should  also  identify  any  shortfalls  and  the  impacts  of  the  shortfalls  on  the  IRRF  investment. 

Transferring  Iraq  Relief  and  Reconstruction  Fund  Capital  Projects  to  the  Government  of 
Iraq,  SIGIR-07-004,  July  2007 

We  recommended  that  the  U.S.  Ambassador  to  Iraq  provide  senior-level  support  to  finalize  a 
bilateral  agreement  between  the  United  States  and  Iraq  on  asset  transfer  to  the  Government  of 
Iraq. 

Transferring  Reconstruction  Projects  to  the  Government  of  Iraq:  Some  Progress  Made  but 
Further  Improvements  Needed  to  Avoid  Waste,  SIGIR-  08-017,  April  2008 
SIGIR  recommended  that  the  U.S.  Ambassador  and  Commander,  Multi-National  Forces-Iraq 
(MNF-I),  working  jointly,  direct  that  the  following  actions  be  taken,  to: 

1.  Assess  the  current  management  structure  for  the  asset  transfer  process  and  develop  a  new 
structure  that  provides  clear  lines  of  authority,  responsibility  and  accountability; 

2.  Direct  that  a  single  set  of  transparent  uniform  set  of  policies,  processes,  and  procedures  on 
asset  transfer  be  developed  for  use  by  all  involved  agencies  and  for  all  U.S.  projects 
regardless  of  funding  source; 

3.  Establish  specific  criteria  for  using  unilateral  transfers  as  a  “last  resort”  method  of 
transferring  low  risk  assets.  These  criteria  should  make  clear  that  unilateral  transfers  should 
be  the  exception  rather  than  a  common  practice,  and  that  investment  costs  and  the  complexity 
of  sustainability  should  be  considered,  and; 
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4.  Immediately  enter  into  high-level  discussions  with  the  GOI  on  the  MOU  for  the  transfer  of 
assets  completed  by  all  U.S.  reconstruction  agencies  from  all  funding  sources. 
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Appendix  D — Recent  SIGIR  Inspection  Reports 
Identifying  Sustainment  Issues 


Project  Sustainment  Assessment  of  the  Haditha  Primary  Healthcare  Center,  Haditha,  Iraq, 
PA-08-134,  January  28,  2009 

The  inspection  found  that  the  medical  equipment  was  improperly  installed  and  Iraqi  personnel 
had  not  been  trained  to  use  the  equipment.  GRD  officials  also  stated  that  little  preventative 
maintenance  is  performed  for  items  such  as  generators  once  the  healthcare  facilities  are  turned 
over  to  the  Iraqi  government.  Consequently,  the  facilities  and  equipment  are  failing  at  a  rate 
much  faster  than  would  be  expected. 

Rebuilding  of  the  Al  Iqitadar  School  in  Anbar  Province,  Iraq,  PA-08-141,  January  26,  2009 

The  inspections  found  that  routine  facility  maintenance  was  not  being  conducted  even  though  the 
Project  Operation  and  Maintenance  Plan,  signed  by  the  Ministry  of  Education  and  the  Fallujah 
Director  General  of  Schools,  required  that,  at  the  completion  of  the  project,  the  facilities  would 
be  properly  maintained. 

Meet  Primary  Healthcare  Center,  PA-08- 133,  January  23,  2009 

The  inspection  found  that  the  medical  equipment  had  not  been  properly  installed  and  that  Iraqi 
personnel  had  not  been  trained  to  use  the  equipment.  GRD  officials  also  stated  that  little 
preventative  maintenance  is  performed  for  items  such  as  generators  once  the  healthcare  facilities 
are  turned  over  to  the  Iraqi  government.  Consequently,  the  facilities  and  equipment  are  failing  at 
a  rate  much  faster  than  would  be  expected. 

Plumbing  Repairs  at  the  Baghdad  Police  College,  Baghdad,  Iraq,  PA-08- 154_to_156, 

January  22,  2009 

The  inspection  found  significant  vandalism,  the  theft  of  plumbing,  heating,  and  ventilating 
equipment,  and  an  unsatisfactory  level  of  maintenance  in  the  latrine  buildings.  SIGIR  inspections 
of  representative  barracks  confirmed  that  the  buildings  were  well  maintained  and  the  barracks  ’ 
plumbing  on  the  first  floors  had  been  repaired  and  was  generally  in  good  shape.  The  GOI  did  not 
repair  the  damage  caused  by  vandalism  or  replace  the  items  that  had  been  removed  by  apparent 
theft  from  the  new  latrines.  As  a  result,  only  portions  of  the  two  new  latrine  buildings  and  none 
of  the  eight  latrine  trailers  appeared  usable.  The  eight  latrine  trailers  were  particularly  filthy 
thereby  creating  a  health  hazard. 
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Appendix  E — Acronyms 


Acronym 

Definition 

ARTOG 

Asset  Recognition  and  Transition  Operationai  Group 

DoD 

Department  of  Defense 

DoS 

Department  of  State 

GOI 

Government  of  Iraq 

GRD 

U.S.  Army  Corps  of  Engineers-Gulf  Region  Division 

IRMS 

Iraq  Reconstruction  Management  System 

IRRF 

Iraq  Relief  and  Reconstruction  Fund 

ITAO 

Iraq  Transition  Assistance  Office 

MNF-I 

Multi-National  Force-lraq 

MNSTC-I 

Multi-National  Security  Transition  Command-lraq 

SIGIR 

Special  Inspector  General  for  Iraq  Reconstruction 

USAID 

U.S.  Agency  for  International  Development 

22 


Appendix  F — Audit  Team  Members 


This  report  was  prepared  and  the  review  was  conducted  under  the  direction  of  David  R.  Warren, 
Assistant  Inspector  General  for  Audit,  Office  of  the  Special  Inspector  General  for  Iraq 
Reconstruction. 

The  staff  members  who  conducted  the  audit  and  contributed  to  the  report  include: 

Clarence  Brooks 
W.  Dan  Haigler 
Dorian  Herring 
Waheed  Nasser 
Nancee  Needham 
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Appendix  G-Management  Comments  -  U.S.  Embassy 


r  •'  I  '■.r  iiOl  u:^rn;'o 

Baghdad,  Iraq 
April  19,2'W 


M:.  R.  WaiTcn 

AtsisianI  Inspector  Gijne»al  for  Audit 

Specia'  Inspeclor  (ieneral  for  Iraq  Recoiistmction 

Deal  Mr.  Wancii; 

\Vs  appreciite  tho r.fTnrt  .iTut  r^wmeh  lhal  has  g.tme  into  Ihc  SICtIR  Drall  .Audit  Rtjp<trl  09-016 
.djyef  Tnvufer  Proce.i'i  fiir  Iraq  /?fcf.7o/ruti'<V)n  Projects  l.ttikx  (;nily  uiiJ Accowifahilifi'.  Our 
responses  to  the  recoitiinenJatio.isate  as  fo.low's: 

RMomrnciidailon  OtK.  SIOIR p’extoxafy  rer'cwj?wc'W£/e</  l^tl  the  Amb(tss<uh>r  md  <he 
Cotmiiinding  Ctncrai.  Miild-.’^ation.d  t'orce-lraq  (RC^F-f)  direct  that  :t  migh  set  of  p(>licie<t 
and  procedures  for  ir(msWrri»f>  assets  he  develnprd for  use  fy  ft!!  nr/nlvt-d  •tornries  find  for  ol! 
f/.V  i?rit/ec!s.  regardless  qf/unding  source.  This  recaiftmendciion  has  mt  been  imphn'enfcti 
and  u'iU  temain  open. 

Ike  brabsssy  non-conture  with  this  recommendation.  The  agencies  involved  in  tlae  transtei  o: 
assets  to  ihe  OOI  have  agreed  as  a  matter  of  policy  to  cas'jrc  that  their  procedures  arc  compati 'Ic 
and  resul.  in  an  orderly  transtVr  of  assets  to  the  GOI.  Different  agencies  over  time  hzve 
developed  difrerem  documents  end  rcquiicmcats.  sometimes  imposed  by  the  congress, 
sometimes  by  agency  regulations,  many  ol'  which  arc  in  use  throughout  the  world.  We  can  find 
no  compelling  reason  to  believe  lhal  these  must  be  abandoned  and  a  new  single  set  o:  procedures 
develnpcil  Ihul  would  apply  only  to  Iraq.  As  long  as  all  agencies'  procedures  arc  compatible 
with  (heir  shared  pol  cy  ttf  sujipoitiiig  cii  urdeily  liuiisfei  lu  the  (iOI.  tikis  iccojiiaicudatLOa 
should  be  c'oscc. 

With  respect  to  the  audit  reports  observation  Ilia:  data  in  IR.MS  is  uniel.able,  steps  are  being 
•.aken  ti>  itnjirove  the  damlsa.se  for  recovery'  of  historical  data  on  past  projects.  C'tuicr.t  project 
mfbimalion  is  aireidy  updaicd  and  captuied  in  IRMS.  In  a  previous  report.  SIGIR 
recommended  that  the  Chief  of  .Mission  and  ihc  Cummunding  Oeiiera],  NfKr-l  jointly  tsiab'i.s'i 
an  iiitcrngcncy  planning  proccaa  to  addresa  the  future  operation  end  i.se  of  IRMS.  .An  a  purl  ol 
•his  process  GRD  started  a  study  on  the  future  oflRMS.  The  results  ofthis  study  will  be  useful 
in  our  elToris  to  impnne  RMS. 

Every  cflbr  wiU  be  made  K'  ensure  Ibjt  Ihc  project  data  lrars('.;rTcc  t<i  the  CiO'  wil  he  as  lull  and 
aectirate  as  possible.  In  widiiion,  ITAO  is  reviewing  tlie  precess  of  developing  end  ttansniiiing 
information  on  e  incmthly  basis  tm  tlvc  transfer  ofprojoclH  to  the  Ministry  ol  Plunning. 
Dev-clopricnt.  and  Cooperation.  Thi^  nonlhly  iqidale  la  the  GOI  is  an  ungeing  and  importunl 
part  of  ensuring  full  visibility  u1  Ihc  nulionul  level  of  all  ctimpleted  and  transferred  pnijects.  This 
in  turn  will  conirihutu  U)  ellbr.s  •u>  ee.sure  tlie  sustainability  of  tlie  projects. 
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Recommendation  Two:  SIGIR  recommended  that  the  Ambassador  and  Commanding  General, 
MNF-1  immediately  enter  into  high-level  discussions  with  the  GOI  on  developing  a  memorandum 
of  understanding  for  the  transfer  of  assets.  SIGIR  closed  this  recommendation  in  December 
2008,  when  talks  were  ongoing  between  the  Embassy  and  the  GOI  However,  the  talks  were  not 
successful  Therefore,  SIGIR  is  reopening  this  recommendation. 

The  Embassy  non-concurs  with  the  reopening  of  this  recommendation.  The  result  sought  in  the 
high-level  negotiations  that  took  place  in  December  was  not  an  MOU,  but  rather  an  authoritative 
Decision  by  the  Council  of  Ministers.  These  talks  were  successful  and  accomplished  most  of  the 
work  SIGIR  had  envisioned  being  accomplished  by  an  MOU,  most  notably  the  unilateral 
commitment  on  the  part  of  the  GOI  to  sustain  our  assets  at  their  expense. 

Since  December,  the  Embassy  has  continued  to  engage  with  the  GOI  on  the  matter  of  asset 
transfer,  including  meetings  with  Deputy  Prime  Minister  Rafi  al-lssawi.  It  is  expected  that  there 
will  be  an  exchange  of  diplomatic  notes  which  would  document  the  understandings  between  the 
two  nations  on  the  transfer  of  assets.  Once  the  exchange  of  diplomatic  notes  is  completed,  we 
will  work  with  the  Ministry  of  Planning,  Development,  and  Cooperation  to  agree  on  the 
principles  and  procedures  for  the  transfer  of  assets  in  the  form  of  a  memorandum  of 
understanding. 

It  should  be  noted  that  the  Council  of  Ministers  decision,  issued  in  December  of  2008,  included 
the  establishment  of  rules  and  procedures  on  how  the  GOI  would  accept  completed  projects,  and 
that  these  projects  would  be  accepted  as  gifts  of  the  U.S.  government  and  that  there  would  be  no 
financial  obligation  between  the  two  countries.  Furthermore,  this  decision  also  included  a 
commitment  by  the  GOI  to  maintain  and  sustain  the  projects.  While  the  decision  did  not  take  the 
form  of  a  memorandum  of  understanding  as  recommended  by  SIGIR,  it  is  a  clear  indication  of 
the  GOI’s  intention  to  work  with  the  Embassy  to  complete  the  transfer  of  assets  and  assume 
responsibility  for  their  sustainment.  As  indicated,  we  will  continue  our  efforts  to  reach 
agreement  on  these  issues  through  an  exchange  of  diplomatic  notes  and  a  memorandum  of 
understanding. 


Sincerely, 


Marc  M.  Wall 
Ambassador 

Coordinator  for  Economic  Transition  in  Iraq 
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Management  Comments-MNF-I  (incorporates  GRD  comments) 


•  VP  ■  ■  -ij  !  r  ;  •  »  V 


MNF-I  RESPONSE  TO  20090406-018  (MNF-I  CT-3694) 

Dnft  S(G:^  Audit  Ropcrt  "ASSTT-TRANSrER.  PROCESS  FOR  ‘RAC 
RECO^SrHLir~ON  J’P.O.'ECFS  LACKS  UNIT/  AND  ACCOUNTABIL'Y."  iSIGIR 

Qo.oia  P'-oi-!t‘#8022) 


BACKRROLIND:  Aft?r  Ttore  than  f-ur  yea's  cf  'scsnstnjclior  activity.  U.S. 
reccnstrucfon  agwc'QS  continua  to  axperienc©  ditficulties  transferring  completed 
prn)ee:s  to  tho  Govcnmcnl  of  Iraq  {GOI).  COI  recognition  of  projects  is  important  to 
criaure  ongoing  support  for  the  projects,  ro  inform  its  own  reconstmetim  plfciiiiing,  amt 
to  Icvurags  comnleted  projects  to  ebtain  financing  torfufore  initiatives  from  worl-c 
markets. 


QUESTION;  Tu  obtain  M\--l  ‘esponsa  to  the  two  reco  rmendations  end  gcreral 
comments  U4r  Hk;  repu-d.  Respond  directly  back  to  olGIR  at 

SIGIRAjditReportsiriiSkjir.rmil  MT  16  April  00.  With  copy  to  CCIG  NLT  20  April  09.  Tlv* 
report  contaips  one  recommendation  to  MN'F-I  that  remains  open  and  one 
recomTiencfalion  to  UN'=- '  tnat  has  been  reopened.  ForCFNTCOM  CoS  guidance,  all 
2 jdit  report  taskers  on  draft  or  ‘inal  'eports  must  indicate  thev  have  been  reviewed  ard 
aoprovod  al  an  0-6  level  (mininjrn)  prior  tc  sending  raspense  to  CCIG.  This  response 
requires  a  signed  nemo. 

MNr-l  PROPOSED  RESPONSE;  r.'N'“-l  rp.si^nnrt.s  '.vth  ‘i-r  f-i'  owing: 

Plcaoc  rafur  tn  Rb  B  (MG  Ey'.'-  •■‘-:prr;-.'al)  -ird  “ab  C  (MNF-  Or'. — r  --nto) 


t  V,  ,  . :  \1,  J  SI-  O'  i  V 
IIhj  ij  1*1  iTciiJ  N '»! -1  U.V  e>|!iu  v4' 

1 1  J  4  Kl-  Mui:.***-'- JiJV ^  Vi.'  t.  'ft*  «•••  “'rn  I 


1 
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Management  Comments-  GRD 


DH'/J?7M=K’T  OFr-E  ARVY 
'js  v'"Y  rcrt=s  Or  iKSiNE£?.5 
CUlf  .-F3ION  CrvislON 

i»C  A" 
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GULF  REGION  DlVlSrON 
COMMAND  REPI.y 
to 

KIG1K  l>rafl  Audit  Repnrt  -  Asset-Ti'ansfer  PraciHis  for  Iraq  Recnnfttrurtioa 
Ptojecli  Lacks  Unity  and  AccoantahJIity 
SIGIR  Report  Numbor  OiMIK 
(Project  Nunibcr  SI)22) 


Overall  CoovneiL  Tbc  CJalf  Region  DjvisiKm  (GRD)  revitwed  Ihc  report  and  generally 
aarocs  tvich  the  facts  as  prcscntoci  in  the  study.  Althnu^  not  the  priinsry'  focus  of  Uk 
repoit  on  asset  transacts,  a  iiumbci  of  statements  arc  made  reganiiog  die  Iraq 
ltcconstntc-100  Managcmcnl  System  (IKMSi.  \Vc  share  anme of  SlGIK’s  enneems  and 
^strations  in  woricing  with  pnor  IRMS  outputs  and  have  worked  ha-ri  to  improve  the 
product  We  believe  uwrc  cophasis  should  be  provided  in  the  rgroit  on  the  tmprovet 
products  orovtded  by  IRMSl.  Since  the  last  SIGIR  audit  on  IRMS,  in  July  2038,  the 
IRMS  Intetageacy  Working  Group  fllWO)  has  focused  on  oomsetrng  data  inaccuracies  at 
eidi  of  the  member  agencies  data  sets.  Moreover,  the  Iraq  IransitiOD  .Assistance  Office 
(ITAO)  was  appointed  as  the  executive  agency  for  IRMS.  Jn  addition.  GRD  has  worked 
to  improve  IRMS  by  inipleni«l(ilig  upgrades,  refresbitig  .system  .software,  and  rcplsoing 
outdated  haidware  ItWO  coii(in.i«s  to  wotk  together  to  improve  IRMS  data  quality. 

CRD  pTuvidca  the  following  comments  for  clarity  and  accuxLcy. 

1.  Draft  Kepurt,  ao  paj'c  uiuiiUer  provided,  Suioiuai  y  of  Report,  lit  st  pai  agi  aph. 

U.  S.  liuq  recuiiali utlicuagciijcics  have  yet  to  develop  a  uni forra  process  and  procedure 
for  transfening  completed  projects  to  the  GOT.  Bach  U.  S.  agency  has  Hs  own  iiitaiul 
process  for  irsnsfcrring  a<7ic'a  to  Uie  Iraqis. 

Command  Comment  1'1'AO  cltaneec  the  definition  of  capital  assets,  transfer 
procedures,  snd  or.hcr  iicTn.s  niunerous  times  between  2006  and  20II9.  The  new  de.inihcn 
of  ARTOG  includes  rcfurbishnicTt.  pro'cetS-  However,  ITAO  did  not  provide  any  clear 
directions  about  the  need  to  go  back  *xi  rcHdentfy  old,  clrwed  projects  as  .ARTOG 
projects.  In  many  cases  before  2008.  rcfurbishmciit  projects  were  not  turned  over  at  tie 
local  levd  bocause  theic  was  nothing  to  totn  over.  C301  already  owned  the  lxjilclir,g;  the 
USG  metely  refiubishivl  it  For  OR  D,  th.is  mainly  impacts  electrical  prqicets.  tocalturn 
over  project  documenlation  w.vs  nor  required  nn  those  projects  at  toe  time,  d(v»  not  erist 
today,  and  is  unlikely  to  exist  in  the  future 
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2.  Drafl  Ri'p^rL  no  numhcr  pro>'i(icd,  (iiinunary  of  Report,  second  pttragrapli. 
Most  asset-transfers  ucctr  at  the  .oca]  level.  Tfau.<^  flic  OOI  and  its  Mini.strics  that  arc 
lesponsiblc  lot  plunicug  the  sustaiirueul  and  intcjnatton  of  assets  generally  have 
inmmpletfl  iofiormatioi  cn  whar  flie  'Jni'ed  Slates  has  previded.  ITAO  data  shows  that 
oal>'  13  percent  of  pro-ect?  "nave  been  transferred  nationally,  while  72  percent  have  been 
uaistwrec  locally. 

Command  Comment.  Ever  chan^ng  definitions  regarding  the  Asset  Recognitioa 
Tiaiisfei  (ART)  piuccss  liavc  led  to  tiie  big  dillcieiiu;  bulween  lued  and  natkmal 
turnevers.  In  tbe  case  of  GRD,  alrr.osi  everyildiig  ts  mmsd  over  locally.  Nationally, 
GKD  only  turned  over  wliai  :uci  the  ART  deflciiiiont  for  assets  requiring  a  national 
tiimcvet.  It  is  UAU'srespoiiiibflity  to  develop  Uie  rovuircmenls  fur  agencies  1o  pertonn 
natiotial  tuniovcis. 

1.  Draft  Report,  uu  page  nuiatrer  provided.  Summary  of  Report,  fourth  paragraph. 
'Die  unreliability  of  data  in  the  Iraq  Rcxinstniction  h/ra.-iagemcnt  System  (IRV1S) 
continues  to  tnake  it  difficult  far  nuBugeis  to  track  the  status  of  reconstruction  pmjects. 
IRMS  was  ifitendod  to  be  the  central  reposil^ry  fcr  Irac  reconstructiem  project 
infom.atioA  however,  as  SIGIR  has  reported,  IRMS  docs  not  contain  complete  ur 
acc.  rate  data.  For  e.v«nple,  a  SIGIR  rrport  issued  in  July  2008  poiotec  out  that 
inlbrrrulion  o«  bill5i>n»  of  ilollars  in  projects  is  missing  fiom  the  syscetn  and  infomiation 
on  project  completions  is  injocurale  and  inomiplete. 

Command  Comment.  It  is  difficult  to  determine  which  bilfions  of  projects  aix  tnisring. 
CiltD  data  is  ucccratc  Rnrccoristiuctim  projeas,  .c.ss  »)  far  support  conlracoi,  Mulri- 
Nador.ifl  Corps-lraq  (MNC-1)  data  should  be  siruitariy  accurate  due  ta  ticir  efforts  in 
perbrming year-end  balancing  fttr  the  prev-ima  fi.vail  yca-s.  1.)  S.  Agency  fcr 
tntcmational  Devclcipment  ILSAIU')  has  alsu  piuvidod  input  un  all  USAiU  petreds. 
Soir.cpnihlcnis  have  entered  the  system  when  Mulli-Nadonal  Security  ComnunJ-lraq 
(MNSTC-f)  eiiiered  projects  that  w'ereno.  CRD-nanaged. 

IRMS  was  designed  ur.d  built  around  a  specific  act  of  parameters  largely  defined  in  2003. 
What  started  out  is  a  solction  configuicd  to  manage  a  single  program,  flmded  by  a  single 
appropriation,  and  executed  by  a  single  agency,  lias  expanded  b  scope  well  beyoud  that 
iraagiLcd  by  the  original  coosdtijig  team  This  missiou-cssential  growth  in  fiiocdouality 
and  enmplevit;/  conrinne.^  at  cvid.'ncer  hy  the  cortiriiing  strean’  nf  rtypiests  for 
•fiinrtional  mlvincfimeots  The  piecemeal  approach  to  solution  deployment  lias  Lee  to  a 
less  dian  efficient  operatiegpUtform,  «.\posed  the  users  to  a  high  level  of  sofiwure 
oornpicsity,  aifci  forood  Oio  roquitomenl  of  numerous  businec^  ruled  to  validate  data  entry 
and  intcifacc  updates. 
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4.  Draft  Report.  siunnuir>' page,  fifth  parii{;nijib.  Iniddition  to  enooeous 
rcpottiTig  ta  iie  GOI.  the  IRMS  problems  also  prevent  the  Embesisy  from  providing  the 
Congress  and  the  rubJic  a  ctxnpicte  accounting  of  w'r.at  has  been  acconTplishetl  and  the 
status  and  current  coiidiliwi  of  the  facilities  that  •svcrc  oons'lredad.  The  lack  of  rebuble 
data  also  impc'dixl  U  S  efthrrs  tn  ninitlior  projects  and  make  ussesiiiincnOi  about  llte  t>'pe 
and  exten.  o."  fiirflier  assistance  the  United  States  may  consider  prO’/iding 

OomjnBod  Comment.  (IRD  polices  its  own  data.  GRD  does  not  cheek  the  eoir.pleteiiejs 
or  accuracy  of  (lata  teported  by  other  ngcuoicj  unieos  GRD  itself  tnanages  dwsc  projects. 

nCdS  was  never  intended  to  bo  a  comprchcadvc  project  (eoiphasia  edded)  managptr.cnT 
htfbnnation  system  (ttr  all  funds  a-located  and  expanded  in  Iraq.  IR.bfS  was  intended  to 
meet  tliree  objectives: 

*  Provide  a  singk  uniSed  nmnagpir.ent  mtormation  system  with  a  camtron  data 
dictionar.'  that  would  provide  a  antimon  cperaiiitg  picture  of  Che  Iraq 
RecousmicLCHt  Bffbrf. 

•  Support  tlie  produc-ton  of  Tcports  ruqui'cdby  Public  Law  IOS-I06. 

»  Serve  *s  a  joint  II.S.  —  Iraq  system  Ural  could  be  transferred  to  the  GOT  to 
pcTsvirlc  niaraj^ment  information  on  G  S  f.'nderi  rcconstmctior  pixiiods. 

The  courunciii  implies  that  LHivlS  Joes  not  contain  reliable  data.  IRhfS  provides,  tfie  most 
aecuxatc  and  complete  act  of  datn  available,  as  exomplifiod  by  SlGlR's  use  of  die  data  in 
d  is  i  cport.  There  are  gaps  in  Iho  data,  depending  both  upon  the  source  datahasa  where 
data  is  entered  and  wliai  esiibuiirjiRfered  into  IR.V12.  Pziot  agreements  have  also 
itienti  lied  only  a  Lioitcd  set  of  fields  as  required,  a  ii.rubra  tliat  is  being  c,\paiKled.  tffbrts 
throu^  the  IIWG  are  cauriu  jir.g  to  improve  da.u  quality  diecks  uud  back-filling 
jrfoTnaton  nn  past  piiujetts. 

Additional  challcngts  include  missing  roeoni  dm  within  ELMS.  When  missing  rcconl 
data  13  discovered,  the  eutocutiug  agenty  resesrehes  the  closed  projects  to  backfill  the 
iriortuation.  The  TIV/G  liclps  to  iccntiiy  and  resolve  auch  issues  between  agencies.  Still 
o'liCT  challciigeK  involve  Lie  use  of  IRMS  reports  by  ogcndcs  for  purposes  different  fruni 
the  purpoics  for  wbiclillie  icports  were  inrtially  written  and  developed.  These 
intcTpreiive  departures  have  sometiroeii  Isu  to  cUanis  of  a  lack  of  acciirarc  information  in 
IRMS. 

5  Draft  Report,  Jummary  page,  sixth  parngrapll.  As  a  Tssiilt  of  the.se  oonditinns. 
tt  subsluntijil  portion  of  the  bilhons  of  dollira  in  reconstniction  is  at  nsk  of  bcang  wasted. 
These  condi  iofts  alfl.v  provide  key  lessons  leomod  lot  other  coMtingencyreconstrucrioa 
o  jcialijiis.  sucii  as  Af^ani.stan. 

ComzuaiKi  Comment.  Wc  do  not  believe  ituil  uiueportcd  projects  ucccssarily  constitute 
waste.  Indeed,  most  of  the  unrcpcited  lv:^4>  lC-1  piojccts  firon  prior  years  have  been 
completed. 
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0.  Orsft  Report,  Et«cxillve  Sauiiiiar>’,  page  i  lint  paragrapli,  sceoad  scateacc. 
Vfcvcitheless,  the  L.  S.  Embas>y,  and  the  piLniary  .'econslrucutm  lysencics  -  incIudiiiK  the 
Multi-NMioiwl  Security  Coinmaud  Iraq  (MNSTC-I),  the  IJ.  S.  Agency  ftir  Interstional 
Development  (USAID),  and  the  Quif  Region  Divisinn  of  the  U.  S.  Aitiiy  Corps  of 
Hngineers.  (GRD)  --  have  yet  to  'inaliye  an  agreement  nn  a ptticess  for  transrtrring 
r«ifK.'iisibil.ty  for  11/.'  pinjeoj;  to  the  G:jvennnt'ntof  baq  (GOI). 

Cotnniaad  Cftmincnt.  .VlNC-l  ia  also  a  pnmiiry  reconstruedon  agancy.  in  tact,  MKC-I 
luii  more  record:  in  IRhlS  Ihiin  uny  ulhur  agency. 


'7.  Draft  Kcijurt,  Erecutiye  Suiiuiiary,  page  i,  flrsl  parvgnipli,  focrlii  tcniivicc. 
Prejeas  have  been  turned  os'er  at  various  govemment  levelst  from  local  poveitineiu  to 
Iraq  miuisdics,  usios  »  variety  of  procedures  includtug  unilateral  transfers,  witltont  any 
cet'Jralizsd  database  or  listing  of  v/hat  has  been  turned  over,  or  any  &.ssurance  that  the 
Iraqis  have  rocei/cd  all  necessary  doeumenlalion  and  training,  or  that  GOI  accepts 
lea  wiuiihility  tbr  project  operatinn,  maintenance,  and  capital  rcjilicemenl. 

Command  Cvnuncnt  CRD  uses  bulb  IRMS  and  Cnhiinued  ART  databases.  While  the 
databHvc;  are  nr>t  10(1  acrcent  accurare,  trary'  do  function  contraKzcd  databases  anc 
include  thcmajrrily  orprojeclsthalbcvebccntuinodover.  The  GRD  program 
mmagement  plan  and  checlclist  for  annlract  clcsemit  both  require  the  transfer  of  all 
CperaliuQ  mid  Mamtcnance  manuals  anc  other  triunmg  manuals  as  part  of  the  bilateral 
asset  liansfer  process. 

$.  Draft  Report,  Erecutivv  Sainmai'y,  page  iii,  fourth  puragniph,  lir^t  seateaee. 
To  cnlmcc  th;  accounting  tbr  the  status  of  U.S.  -ftmeod  rceonstruction  prc^cis,  the 
Coiigivss  u,ay  w.sli  to  consider  dijccCjirgiiuplcniemiog  agencies  to  gntber  and  ptovidc  a 
unifotm  set  of  data  that  dearly  identifies  all  projects  initiated  and  completed,  thdr  cost, 
anc  whether  they  have  been  transferred  and  are  being  sustaincc. 

Conutiand  Cointntut.  GRD  does  not  tbel  foai  IRMS  is  Iheatcoiindng  system  of  fonds. 
Rc'her,  we  rocorainend  that  cadi  reporting  agency  use  its  own  linancial  system  for  true 
^lca^nnlllbfli•.y,  IRMS  was  intcncod  to  be  used  as  a  project  managemem  fool  and  not  as 
an  ttuLnorilttive  sotarc  fer  caln  entered  into  IRMS  for  general  reporting.  GRD  docs  not 
manage  its  ..iwn  pnijeds  with  IRMS.  CRD  pnijccbi  are  nunasod  with  the  Resident 
tdaiiagwuejil  System  (R.MS).  its  .Wds  with  the  Corps  of  Rngineei*  Financial 
Maiiagoinent  System  (CEFIdS).  IRI/IS  provides  Irrospaicncy  by  accessing  data  in  these 
two  .sy.etcms 
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SIGIR’s  Mission 

Regarding  the  U.S.  reconstruction  plans,  programs,  and 

operations  in  Iraq,  the  Special  Inspector  General  for  Iraq 

Reconstruction  provides  independent  and  objective: 

•  oversight  and  review  through  comprehensive  audits, 
inspections,  and  investigations 

•  advice  and  recommendations  on  policies  to  promote 
economy,  efficiency,  and  effectiveness 

•  deterrence  of  malfeasance  through  the  prevention  and 
detection  of  fraud,  waste,  and  abuse 

•  information  and  analysis  to  the  Secretary  of  State,  the 
Secretary  of  Defense,  the  Congress,  and  the  American 
people  through  Quarterly  Reports 

Obtaining  Copies  of  SIGIR 
Reports  and  Testimonies 

To  obtain  copies  of  SIGIR  documents  at  no  cost,  go  to 
SIGIR’s  Web  site  (www.sigir.mil). 

To  Report  Fraud,  Waste,  and 
Abuse  in  Iraq  Relief  and 
Reconstruction  Programs 

Help  prevent  fraud,  waste,  and  abuse  by  reporting 
suspicious  or  illegal  activities  to  the  SIGIR  Hotline: 

•  Web:  www.sigir.mil/submit_fraud.html 

•  Phone:  703-602-4063 

•  Toll  Free:  866-301-2003 

Congressional  Affairs 

Hillel  Weinberg 

Assistant  Inspector  General  for  Congressional 

Affairs 

Mail:  Office  of  the  Special  Inspector  General 
for  Iraq  Reconstruction 

400  Army  Navy  Drive 

Arlington,  VA  22202-4704 

Phone:  703-428-1059 

Email:  hillel.weinberg@sigir.mil 

Public  Affairs 

Daniel  Kopp 

Director  of  Public  Affairs 

Mail:  Office  of  the  Special  Inspector  General 
for  Iraq  Reconstruction 

400  Army  Navy  Drive 

Arlington,  VA  22202-4704 

Phone:  703-428-1217 

Fax:  703-428-0818 

Email:  PublicAffairs@sigir.mil 
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